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Tue problems confronting the personnel administrator today are formidable 
enough to give pause even to the most expert and experienced manpower 
manager. Alert executives realize, however, that they need not ‘go it alone” in 
developing solutions to their operating problems. They know that the results 
of other companies’ experiences in dealing with similar or identical problems 
are available to them through AMA's Personnel Conferences. 


In planning its forthcoming Fall Conference, AMA asked more than 3,000 
personnel administrators what questions were paramount in their minds, then 
invited a group of outstanding personnel experts to analyze and discuss these 
questions. The result will be a series of highly informative sessions on three 
key “problem areas” of personnel management: 


@ Developing more effective personnel administration: How two leading 
companies set personnel policy, organize the personnel department, carry out wage and 
salary administration, and recruit and train new employees. 

@ Understanding the dynamics of current labor relations: The rea! issues 
behind the guaranteed-annua!l wage demand; the significance for the future of labor relations 
of possible new trends in the economy. 

@ Motivating employees to achieve higher productivity: A report on the 


findings of an unusual research project conducted by a leading university in practical collabo- 
ration with companies in a number of industries. 


Among the othe: lepics of discussion .. . 


Changing Concepts of Personnel Administration: A Capsule Survey 
The Application and Administration of Industrial Psychiatry 
Personnel Problems of Middle Management 
The Human Aspects of Automation 

_@ What's Ahead in Collective Bargaining 


Acain THIS YEAR: A Personnel Workshop Exhibit, featuring—in addition to 
personnel forms, organization charts, and manuals of many kinds from a 
wide range of companies—-special displays devoted to Reading Rack Informa- 
tion, Management Development, and Multiple Management. 


INSURE YOUR ATTENDANCE—REGISTER NOW! 
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HOW EXECUTIVES GET JOBS 


Practicatty Every executive can be 
persuaded sooner or later to leave his 
company, no matter how high his rank 
or how well satisfied he may be in his 
work. Yet top executives are, as one 
job counselor puts it, “just as stupid about 
selling themselves as a youngster trying 
for his first job.” 

The “availability” of executives has re- 
peatedly been verified by management 
consultants who, on behalf of their clients, 
carry on stealthy man-hunts that may take 
months and cost $15,000 or more per ex- 
ecutive hired. In some companies, con- 
sultants find the picking difficult. Much 
more typical, however, is the experience 
of a New York recruitment expert in 
the merchandising field, who says that 75 
to 80 per cent of the men he places are 
already employed at the time. 

Whatever their reasons, nearly all ex- 
ecutives anxious to change jobs can ex- 
pect to find the process a lonely, miserable 
experience. Because very few executives 
know how to go about selling themselves 
into a new position, most are likely to 
spend dreary months—perhaps over a 
year—trying to land a new post. Accord- 
ing to one job counselor, a top executive 
should in any case allow 12 months to 
find a presidency, and six months for a 
vice-presidency. 

Most executives display their general 
ignorance of job-getting techniques in the 
first step they take. As soon as a manager 
decides to move—or is requested to—he 
usually will resort at once to his friends 
and any others he thinks capable of dis- 
creetly passing the word that he is think- 


ing of changing his job. Actually, an ex- 
ecutive’s friends may be one of the poorest 
avenues toward a new job, since they 
ordinarily have only a vague idea of his 
qualifications and accomplishments as a 
manager. When the prospective employer 
talks to the candidate and discovers he 
is not all he has been touted to be, the 
results are unhappy not only for the can- 
didate but for the friend as well. Prob- 
ably because they realize this, friends 
tend to forget the executive who is look- 
ing for a job, or at best remember him 
only periodically. 

Sooner or later, therefore, most job- 
seeking executives begin an active search 
by themselves. In recent years, thousands 
have started by advancing on manage- 
ment-consultant firms that specialize in 
man-hunting. These, however, may turn 
out to be no more fruitful a source than 
the executive’s own friends. Man-hunting 
is really a sideline for management con- 
sultants, who get paid by companies for 
finding men with special qualifications 
(and do not, like employment agencies, 
earn their fees from applicants whom they 
place). Some firms have accumulated large 
files of potential candidates, and when a 
client asks for a particular kind of execu- 
tive the cards are searched for qualified 
men. But it is the rare executive whose 
card is picked from the files. Some con- 
sultants estimate that fewer than 1 per 
cent of the men who approach them are 
eventually placed in clients’ companies. 

There are some firms, however, that 
make finding good men their sole busi- 
ness—and thus may give the executive 
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more consideration than do the regular 
management consultants. There are also 
a few employment-agency experts who 
specialize in placing executives. The ordi- 
nary employment agency, however, is 
generally the last resort of desperate job- 
less managers. 

An eager executive on the prowl may 
register with a number of placement 
specialists, but if he’s smart he will also 
try other methods. He may go to bank 
officers, talk over industrial situations, and 
obliquely indicate that he is considering a 
change. He may get himself invited to 
business luncheons and make a point of 
attending meetings of trade associations 
and similar bodies. He may invite a bunch 
of his business acquaintances for cocktails 
and discuss practically everything except 
his job status, trusting that those present 
will catch on. 

If these methods prove barren, the job- 
seeker may try something bolder. He may 
ask his lawyer or an advertising agency 
to write on his behalf to likely clients— 
or he may even hire a public-relations 
expert. Usually a job-seeking executive 
will undertake his own sales campaign, 
most likely by direct mail. He may try 
to do all the work himself, or engage one 
of the many small firms that make a busi- 
ness of it. 


However he succeeds in securing an 
interview, once inside the door the candi- 
date still has to sell himself personally. 
Unfortunately, this is a feat that many 
executives seem incapable of performing. 

In addition to his own boners, the job- 
seeking manager must be prepared to en- 
dure those the employer may commit. 
There is the risk of psychological tests, 
for instance: A good executive may be re- 
jected merely because an industrial psy- 
chologist has glibly interpreted his be- 
havior. Even if a candidate gets by the 
psychologists, he runs the risk of failing 
the final test, which is applied by the em- 
ployer’s prejudices and whims. One com- 
pany went so far as to reject a candidate 
because “his teeth were too square.” In- 
deed, a candidate’s record is not often 
the deciding factor. One placement man 
estimates that employers’ judgments are 
based 20 per cent on the record and 80 
per cent on personality. 

Though job-seeking executives obvi- 
ously need help, there are only a few 
sources of personal, non-commercialized 
assistance—and these hardly make a dent 
in the major problem of placing execu- 
tives. For the manager who has a job 
and yearns to shift, the best solution is 
for him to do his work so well that the 
man-hunters will come after him. 


—PERRIN STRYKER. Fortune, August, 1953, p. 117:7. 


What Makes an Executive Tick? 


A FEW YEARS AGO the Illinois Manufacturing Association was positively amazed 
to find that over a relatively short period something like 22 vice presidents or 
presidents of industrial firms in that state had resigned their positions. Subsequent 
interviews of these 22 men elicited many reasons why they had left their positions, 
but there was one common thread: they felt that their jobs were completed. 

One of the men had taken over the sales of a certain company and really put 
it on the map. He resigned that position to take over the presidency of another 
firm at a $45,000 drop in salary. Why? Because he had finished the job and it was 
so well organized that he really had nothing to do. He wanted a new challenge. 


That was the common pattern. 


—Dr. Eart Stronc, quoted in Public Personnel Review 7/53 
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SIGNPOSTS FOR MANAGEMENT 


Tere 1s AN OLD motto which says, 
“The accident foreseen never happens”— 
which is perhaps the reason why a sound 
economic prophet is often without honor. 
He deliberately errs on the side of pessi- 
mism in the hope that he will be proved 
wrong. He'd rather say, “I’m glad it didn’t 
happen,” than, “I told you so.” Thus, as 
we approached the end of World War II, 
many economic prophets exhorted us to 
prepare for a postwar depression. We all 
prepared, and nothing happened except 
an accumulation of inventories in a few 
lines. 

Are the possibilities of a downturn 
more real today? Not if we can meet the 
great challenge now before us—that of 
proving we can function on a prosperous 
economic level without the inflationary 
impulse of a war economy. 

Economically, we have moved upstairs, 
and we can’t come down gracefully. We 
must find a way to keep our industrial 
machine moving on a profitable basis. 
Russia would like to have us “rust out” 
one year and “burn out” the next, but 
it is up to us to set our own economic 
pace. 

Here is an eight-point program of man- 
agement action and discipline to keep the 
machinery going—to keep skilled help 
productive and sales personnel busy, and 
to maintain a profit margin. 

1. Emotional Attitude. To a large ex- 
tent our emotions—which are highly con- 
tagious—create good or bad times. The 
standard of living which produces pros- 
perity is at a high and comfortable level. 
It lives in an air of confidence where 
people buy what they need. Fear eats 
less, wears less, earns less, and sells less. 
Confidence lives better, earns more and 
gives more, shares more and sells more. 


432 


Prosperity is usually a problem of will 
or won't. If we will a thing hard enough, 
we get it. 

2. Facts versus Assumptions. Business 
men love to gossip. They talk themselves 
into an opinion, often on a miscellaneous 
assembly of hunches, odd statistics, and 
unrelated evidence. Their conversations 
in club rooms and club cars are often 
competitive monologues, rich in eloquence 
and poverty-stricken in factual detail. 
Why don’t they get the facts and figures, 
too? Some do, but too many neglect even 
the obvious sources of information in 
making important—and often costly— 
business decisions. 

3. Preventing Waste. Carelessness in 
handling materials and equipment can 
cost thousands of dollars if it is not 
checked by close supervision at the lower 
executive levels. Good housekeeping in 
the stockrooms, good record-keeping, and 
the exercise of common sense in the use 
of materials and equipment is a matter 
of supervisory leadership. If a manager is 
loose in his sense of job obligation, his 
bad example will inevitably carry over 
to the people around him. 

4. Cooperative Attitude with Other 
Business Men. American business has 
progressed because of its sense of risk and 
its willingness to share advantages for 
the common cause and the general good. 
The techniques of industry and distribu- 
tion have been improved by cooperative 
action in research and the spirit of give 
and take that belongs to the convention 
and trade show. Cooperation—not only 
with other companies within the in- 
dustry, but with suppliers, distributors, 
and the business community as a whole 
—is a requisite for growth. 

5. Advertising and Selling Momentum. 
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Items for consumer use are growing plen- 
tiful—too plentiful, in many instances. 
They have to be sold and serviced. Sales 
momentum is acquired at a high cost of 
sales promotion, and cannot be turned on 
and off like a switch. It must be pre- 
served through sustained advertising and 
a continuing program of promotion which 
will help to level off the disruptive peaks 
and valleys in distribution. 

6. Sales and Service. A company’s pub- 
lic relations depends in large measure 
upon the attitudes of employees who meet 
the public and wear the badge of service 
for the organization they represent. There 
was a serious breakdown in sales and 
supervisory discipline after World War 
II. In a period of competition, however, 
there can be no such breakdowns. Sales 
training is just as important today as it 
was 20 years ago. The human equation 
at the point of sale often determines a 


company’s margin of profit or loss. 

7. Buying Perspective. Buying to re- 
quirements is just good sense. The shrewd 
buyer is not stampeded by bargain labels 
no matter how valid the reduction or at- 
tractive the merchandise. He sets up a 

—A. M. SULLIVAN. Dun’s Review, May, 1953, p. 31:11. 


buying program without panic, without 
greed. We still need effective inventory 
controls and selective stockpiling. We 
don’t want speculative inventory purchas- 
ing just because we are allergic to the 
dollar in hand. 

Remember this lesson from the post- 
war days: Shortages are noisy—overages 
are painfully quiet! More businesses 
choke to death than starve to death. 

8. Scientific Fact-Finding. We need 
more fact-finding, product research, mar- 
ket testing, and the probing energy of 
advertising in arousing interest in new 
products and better methods. Research is 
not a luxury to be welcomed in good 
times and spurned when the going gets 
tough. Good research pays its way every 
day. 

One final admonition: There is an old 
saying that “Adventurers take chances— 
explorers take risks.” The distinction is 
obvious. It’s foolhardy to rush into the 
dark, and it’s just as silly for the “easy 
come, easy go” type of management to 
drowse at the wheel and expect that 
luck will guide the progress of the com- 
pany indefinitely. 


Labor Turnover—A Sign of Economic Strength 


A HIGH RATE of labor turnover is characteristic of a dynamic economy. Both hir- 
ings and withdrawals increase when business is good. On a monthly average, 
“voluntary quits,” for employees engaged in manufacturing in 1931-1940 were less 
than 1 per cent but went up to 5 per cent a month in 1943-1945. 

The latter rate was war-induced—and, no doubt, too high for efficient and, stable 
labor utilization over the long run. But a voluntary quit rate of less than 1 per 
cent suggests a labor force dominated by fear and suppressed industrial unrest. 
Rates in 1950 were about 4.4 per cent for hirings, 3.6 per cent for separations of 
all kinds, and 1.7 per cent for voluntary quits. 


—The Twentieth Century Fund 





THE HISTORY of human freedom is the history of the limitation, not the enlarge- 


ment of government power. 


August, 1953 


—Wooprow WILSON 








PROBLEM DRINKING IN INDUSTRY: 


A TOP MANAGEMENT APPROACH 


Miost prosiem drinkers in business and 
industry are in the early or middle stages 
of their disorder. They do not fit the 
stereotype of the “skid row” or psycho- 
. pathic alcoholic; actually, most of them 
should be classified not as alcoholics 
but as problem drinkers. Aside from 
their overindulgence in alcohol, they rep- 
resent, as a rule, a stable group—who in 
my own organization, the Consolidated 
Edison Company, have an average period 
of service of more than over 20 years. We 
feel that they are worth salvaging, and 
we believe that the problem drinker—like 
any other sick person—cannot cure him- 
self without outside assistance. Re- 


habilitation, rather than discipline, seems 
to be the intelligent approach to the 
problem. 


With these facts in mind Consolidated 
Edison adopted, late in 1947, a formal 
program designed to meet this problem. 
The aim of this procedure was threefold: 
(1) early recognition of the employee 
with a drinking problem; (2) rehabili- 
tation of the employee, where possible; 
and (3) in other cases, establishment of a 
justifiable basis for disability retirement. 

We had known for some time that 
while our pension rosters contained the 
names of employees disabled by chronic 
disease, certain of the diagnoses were 
little more than convenient terms written 
down to ignore the fundamental trouble: 
chronic alcoholism. In other cases, our 
operating and clerical departments had 
carried the employee with a drinking 
problem for years, using many forms of 
subterfuge to cover up his deficiencies. 
Unfortunately, he would slowly get worse 
and use up all his “last chances,” so to 
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speak. When he finally came to the 
point of decision, he would either be 
fired or be covered by a medical diagnosis 
in order to be placed on the disability 
roster. Such a policy constituted a long- 
term loss to the company, since early 
recognition might have established the 
possibility of rehabilitation—or, at any 
rate, made possible the determination of 
an economic ioss before a late, critical 
stage. Unchecked in the individual em- 
ployee, alcoholism often meant loss of 
his job and domestic disaster. Some- 
times it even cost his life. 

Some companies of course, contend that 
they “have no alcoholic problem.” The 
evidence accumulated by medical study 
and research, however, fails to bear this 
out. Still other companies have what 
they consider a simple and direct ap- 
proach to the situation: “When a man’s 
drinking begins to interfere with his 
work, we fire him—no matter how long 
he has been with us.” Our own experi- 
ence leads us to believe that this is not 
a sound, economical, or realistic attitude. 

Under our company procedure, an em- 
ployee is regarded as a problem drinker 
when repeated or long-continued overin- 
dulgence interferes with the efficient per- 
formance of his work assignment. The 
foreman and the supervisor are considered 
to be in the best position to recognize 
the early signs of uncontrolled use of 
alcohol among their men. 

Usually, when any department is con- 
fronted with a behavior problem of this 
kind arising from alcoholic excess, the 
employee is interviewed by his immediate 
supervisors and the specific transgression 
is called, forcibly but understandingly, to 


The Management Review 





his attention. He is then officially placed 
on probation. 

The department notifies the company 
personnel director and furnishes him with 
a detailed written account of all the cir- 
cumstances, including a complete report 
on the employee’s general behavior pat- 
tern. Next, the employee is examined 


by the company medical department. If 
this examination confirms the existence of 
a drinking problem, he is offered the choice 
of undertaking rehabilitation at a com- 
pany-sponsored clinic, reporting to Al- 
coholics Anonymous, or placing himself 
under the care of a private physician. 


If the offense recurs, the employee is 
suspended by his department and a panel 
for adjudication of the case is convened 
as early as possible. The makeup of this 
panel insures the fullest possible review 
of all pertinent facts and allows for a 


close correlation of related circumstances. 
After all testimony has been presented 
and evaluated, a decision is made as in 
other cases of medical or related disability. 

It is not the intent or practice of the 
company to retire with pay every re- 
ported case of problem drinking. Each 
case is considered on an individual basis. 
Our experience so far has indicated that 
we have been able to salvage a high per- 
centage of employees that we otherwise 
might have lost, and correspondingly 
reduced the necessity for disability re- 
tirement of such individuals. 

A plan of this kind could benefit many 
companies, by enabling them not only to 
realize the savings which increased effi- 
ciency and decreased absenteeism bring, 
but also to salvage valuable individual 
skills which have been acquired through 
years of service. 


—From an address by A. AuGustus Low at the New York Academy of Medicine 


Posture and Executive Efficiency 





EXECUTIVE EFFICIENCY during the business day comes from small factors as well 
as large. It is important, for instance, to maintain a relaxed, unfatiguing seated 
posture, since poor posture diminishes the proper intake of air into the lungs and 
can even reduce mental alertness. 


The fact that 59 companies are currently manufacturing scientifically designed 
“posture chairs” for offices is evidence that executives are aware of the importance 
of correct posture. 


While such chairs are helpful in suggesting good posture to the sitter, it is 
quite possible for an individual to sit correctly under almost any circumstances, 
Experts offer this advice for physical and mental alertness: 


1. Always “sit tall’ and well back into your chair. The base of the spine 
should extend slightly before the rear part of the chair, thus avoiding pressure 
upon that sensitive area and consequent interference with proper blood circulation. 


2. The chair seat should not extend so far forward as to exert pressure upon 
the blood vessels and nerves in the rear of the knee and lower thighs. Pressure 
here retards circulation to feet and legs. 

3. Height of the seat should permit feet to rest upon the floor or one ankle 
to be lightly crossed over the other. This posture is restful and comfortable, and 


can be maintained without effort. 
—Modern Industry 3/15/53 
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INDUSTRIAL FILMS: A VERSATILE BUSINESS TOOL 


Jumpinc cer.utop is no longer a 
Hollywood monopoly. The industrial mo- 
tion picture is proving to be a selling 
and training medium with strong poten- 
tials. 

Who is using industrial films? Large 
producers of consumer goods have long 
accepted the film, generally maintaining 
their own photo branches. Their interest 
in this device drew the capital equipment 
builders into the film field, who, in turn, 
attracted their component suppliers. 

Nearly all firms using motion pictures 
today do so mainly for straight selling— 
whether to consumers in rural areas or to 
single purchasing agents in downtown 
offices. One concern mails a film to a 
potential buyer before sending a salesman, 
with an accompanying letter explaining 
that this is a 13-minute selling message. 
The idea is to have the film help open 
the door for the live salesman who shows 
up soon after. 

Running a close second to actual selling 
is the use of the industrial film in sales 
training. With most sales forces now 
alerted to rising competition, companies 
are showing their salesmen and distribu- 
tors via the film why their products are 
better. The result: Distributors and sales- 
men get a unified selling story and de- 
scription of their product. 

A slow third in the field is the use of 
industrial films to train employees in plant 
safety, in performing their jobs, and in 
learning about the company. While the 
bulk of film production goes to selling 
and sales training, employee training films 
have been well received, and their use is 
spreading. 

A newcomer is the film that indoc- 
trinates employees. A midwestern firm 
calculates that one of their high-priced 
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personnel men wastes an average of three 
hours with each new employee, explaining 
about the cafeteria, the busses, and other 
essentials. It is currently making a film 
that will do the job in half an hour and 
free the well-salaried personnel man for 
other jobs. The film will pay for itself 
in a little over a year. 


The industrial movie industry estimates 
the cost of a film at about $1,000 to 
$1,250 per minute, and the cost of sound- 
slide films (still pictures in sequence with 
background narration) at $350 to $500 
per minute, or $50 to $75 per single pic- 
ture. Color films cost anywhere from 10 
to 25 per cent more than black-and-white 
films. However, buyers of industrial films 
agree color films are worth far more in 
promotional value than the black-and- 
white, despite their greater cost. 


The average movie runs from 13.5 to 
15 minutes. The 13.5-minute length is 
used where the film is to be made avail- 
able to television stations. A smaller num- 
ber are being made 28 to 30 minutes long. 
While the average 15-minute film costs 
$15,000 and up, an increasing number of 
good films are being made in the same 
length at costs of between $6,000 and 
$10,000. 


Here are some tips for cutting film 
costs: 


1. Have plenty of the right kind of electric 
power available when the camera crew arrives 
at the plant. 


2. Have a clear idea of what is wanted in 
the film, what workmen should be on the job, 
how they should be dressed, what machines 
should be ready. 

3. When possible, a representative of the 
manufacturer may prepare an outline of the 
kind of motion picture story wanted. This 
saves the script writer's time. 

4. Avoid a great deal of animation and 
complicated movements of inanimate objects. 
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One source estimates this can cost as much 
as $5,000 per screen minute. 

5. Use a narrator when possible. Letting 
characters on the screen talk the story is 
Hollywood league stuff, but costs more. Often 
a background narrator can do the job just 
as effectively. 


must be sent into the field, increase cost con- 
siderably. If a film is planned so most camera 
work can be done in a limited area, costs are 
reduced. 

7. Sometimes arrangements are made for 
a cameraman in the plant to shoot some of 
the footage. This may be used by the film 
company for any scenes that don’t require use 


6. “Location” shots, where a camera crew of their own special cameras and equipment. 
—Iron Age, July 16, 1953, p. 69:2. 


Current Prognosis for Business: No Serious Decline 


BUSINESS may become more competitive, but a serious decline is unlikely during 
the remainder of 1953, according to 189 industrial executives responding in a 
recent survey conducted by the National Industrial Conference Board. 


Forty-three per cent of the responding companies expect the total volume of 
new orders booked in the second half of 1953 to show an increase over the 
comparable period of 1952. A decline in new order volume was predicted by 29 
per cent; the remainder expected no change. However, 47 companies expect the 
trend in bookings to be downward in the second half, while only 24 believe that 
their bookings will rise. 


Forty-five per cent of the respondents reported that current backlogs of un- 
filled orders are smaller than a year ago, while 35 per cent reported increased 
backlogs. Only about 20 per cent of the companies reporting believe that their 
backlogs at year-end will be any larger than at present, while more than twice 
that number expect some reduction. 


Although 30 per cent of the companies report inventories higher as a per- 
centage of sales than a year ago, 39 per cent have lowered their inventory-sales 
ratios. Almost half of the cooperating industrial firms expect to reduce inventories 
in relation to sales during the next half-year. 

More than half of the executives estimating profits before taxes expected them 
to exceed the comparable 1952 figures. Fewer than one out of four companies 
replying regarded their 1953 profit prospects as poorer than in 1952. 





Lending a Hand in Community Drives 


COMMUNITY RELATIONS is a continuing job, and for those top managements that 
have decided local plant managers should participate in the public life of their 
communities, there is probably no better way than by insisting that they accept 
leadership in community drives. 

If this is to be done, top management must realize that no local manager can 
delegate the job of leading a fund drive too far down the line. It should also 
recognize that whoever does the job will have to devote more time to the fund 
campaign than to company work, for weeks, even months. 

A case in point is Waterbury, Conn. 

One of the three largest employers in this city of some 100,000 population is 
American Brass Co., a subsidiary of Anaconda Copper Mining Company. American 
Brass—and Anaconda generally—want their top local executives to take an active 
part in community work. Last year, Carl E. Woodward, sales promotion director, 
took on the job of general chairman of the fall drive of the Federated Funds of 
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Waterbury, Inc. He called on every bit of his knowledge of promotion to put over 
a drive that was braked by years of missing its goals. 

The effort paid off. Pledges and cash totaled 98 per cent of the more-than- 
$600,000 goal—with prospects that collections will outrun pledges. The sum 
raised was the biggest in the fund's 13-year existence. 

What did it cost American Brass? Apart from its own pledge, the company 
was out Woodward's services for almost eight months, spent in organizing the drive, 
lining up union and church officials, making personal appeals for participation. 

One important conclusion can be drawn from the American Brass example: 
The company that is willing to donate the time of a key employee can make a 
much bigger contribution to the community than merely by donating chunks of 
money. Moreover, if fund drives don’t click, there is the danger that welfare 
agencies will be run by people who will put the screws on big employers to carry 


most of the load—whether by donations or by taxes. 
—Business Week 7/25/53 























“What's management's side of the story?" 
—Reproduced by permission. 
Copr. 1953 The New Yorker Magazine, Inc. 
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THE BUSINESS SITUATION AND OUTLOOK. By 
Merle Hostetler. Michigan Business Review 
(School of Business Administration, University 
of Michigan, Ann Arbor, Mich.), July, 1953. 
While one school of economic thought holds 
that the record-breaking rates of production 
and consumption established since World War 
II are the result of a combination of abnormal 
and temporary circumstances, another, more 
confident, school of thought maintains that a 
vast amount of economic work is still begging 
to be realized and only sheer ineptitude will 
allow the present pace to slow down per- 
ceptibly. The author here explores both views, 
with specific reference to the prospects ahead 
for industrial output, consumer indebtedness, 
prices, and monetary and credit policy. 


“OPERATIONS RESEARCH’ FOR MANAGEMENT. 
By Cyril C. Herrmann and John F. Magee. 
The Harvard Business Review (Soldiers Field, 
Boston 63, Mass.), July-August, 1953. The 
scientific method—as practiced in physics, 
biology, and chemistry—is the basis of the 
new approach to business problems, known as 
operations research, which is described in this 
article. Explores the basic concepts underlying 
operations research, its application to specific 
management problems, its limitations, and its 
contributions thus far to business analysis and 
planning. 


JOB-HUNTING IN YOUR OWN PLANT. By Auren 
Uris. Factory Management and Maintenance 
(McGraw-Hill Publishing Company, Inc., 330 
West 42 Street, New York 36, N. Y.), July, 
1953. In his efforts to get a better job, an 
executive will often expend tremendous 
amounts of time and energy beating the bushes 
among prospective employers and completely 
neglect the most fruitful area of job hunting 
—his own organization. Here are some 
pointers on evaluating—and creating—avenues 
of advancement within the company. 


THE ATOM: READY FOR BUSINESS? By Eric 
Hodgins. Fortune (9 Rockefeller Plaza, New 
York 20, N. Y.), June, 1953. $1.25. Accom- 
panied by illustrations which clarify some of 
the technical aspects of atomic energy, this 
article discusses the various obstacles to private 
development of atomic power. Although com- 
mercial production of electric power from 
nuclear fission is now foreseeable, says the 
author, lack of cost experience and tight gov- 
ernmental controls tend to restrict progress in 
that direction. 
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SOME CHARACTERISTICS OF SUCCESSFUL EXECU- 
TIVES. By Chris Argyris. Personnel Journal 
(Swarthmore, Penna.), June, 1953. Most dis- 
cussions of the personal attributes that make 
for executive job success tend to concentrate 
upon such abstract virtues as “honesty” and 
“loyalty,” which can mean many different 
things in different situations and which add 
up to a list of qualities that would be desirable 
in persons in almost any walk of life. Based 
upon his own observations of successful execu- 
tives in action, the author has made a note- 
worthy attempt to draw up a realistic profile 
of the effective manager in terms of his be- 
havior in every-day business situations. 


SELLING PROJECTS TO MANAGEMENT, By G. L. 
McKenna. Systems and Procedures Quarterly 
(Box 96, Madison Square Station, New York 
19, N. Y.), May, 1953. $1.00. Many plans for 
new products, forms, and procedures die be- 
cause their originators fail to make the en- 
visaged benefits sufficiently apparent to man- 
agement. This article suggests ways to in- 
crease the chances of any idea’s acceptance by 
a thorough initial examination, st» | explana- 
tions to all those who will be affected, and a 
clear, concise presentation to management. 


MANAGEMENT PINPOINTS ITS FUTURE. Modern 
Industry (232 Madison Avenue, New York 16, 
N. Y.), July 15, 1953. Management expects 
a booming last six months of 1953, according 
to the results of a Modern Industry survey of 
1,000 executives, whose predictions with re- 
gard to profits, prices, production, personal 
income and credit are reported here and il- 
lustrated in a series of 27 charts. 


NOTES ON THE FOREIGN SITUATION BASED ON 
A TRIP ABROAD. By Ernest T. Weir. Avail- 
able gratis from the author (2800 Grant 
Building, Pittsburgh 19, Penna.). On the 
basis of a considerable first-hand acquaintance- 
ship with European problems and political at- 
titudes, the author presents in this pamphlet 
an interpretation of the European viewpoint, 
which he feels must be understood and ap- 
preciated in America if the security of the free 
world is to be maintained. Noting that cur- 
rent sentiment in Europe strongly favors a 
“positive approach” to the problem of peace, 
he suggests that a renewed attempt on our 
part at open-minded negotiation with the 
Soviet Union would consolidate European sup- 
port of U. S. policies, if nothing more. 
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HOW BIG IS YOUR LABOR AREA? 


WILBUR R. HANAWALT 
Human Relations Advisor 
Daystrom, Incorporated 


“Why, THEY say that over in West- 
ville they’re paying 20 per cent more 
than we are for these workers.” As 
supervisor Ed Brink spoke, it was easy 
to see that he believed we should offer 
applicants more money in order to fill 
his opening. Certainly, we were offering 
as much as other employers in our com- 
munity were paying. But Ed was correct 
in his statement. Two companies over in 
Westville were paying high rates for the 
class of employees that Ed needed. More- 
over, Westville was only 18 miles away. 

How should we determine whether to 
include Westville in our survey of going 
rates? It appeared to be a “greener pas- 
ture” than our own community; was it 
too far away to count in our planning of 
hiring rates? 

How big an area should management 
include in its wage or salary survey to 
be used as a basis for determination cf 
policy? If a little wage survey is good, 
isn’t a big one even better? Instead of 
including merely your community, 
shouldn't you include the whole indus- 
trial area, or a whole state? 

These are a few of the questions which 
Daystrom faced in planning the scope 
and use of wage and salary surveys. 
Since 1946 we have used regular wage 
studies in several industrial communities 
as a basis for management planning of 
wage changes. Moreover, in using surveys 
as a tool of management we have been 
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able to assist other companies to develop 
better wage plans. 

Many payroll dollars and important 
management policy decisions are involved 
in the answer to such questions. After 
considerable investigation and study we 
concluded that employees judge whether 
wages are fair by comparing them to 
rates paid in other plants which they 
consider employment possibilities—plants 
in their vicinity where they have sub- 
mitted applications, or where neighbors 
or relatives work. 

Therefore, in order to plan a wage 
schedule which will seem fair to em- 
ployees, it is apparent that the survey 
should cover the wages paid by all em- 
ployers who drdw on the same labor 
market. 

What is that labor market? It is the 
area from which present and potential 
employees come to work in our plant. It 
is the “labor watershed” which drains 
into our employment gate. This drainage 
takes place by transportation channels— 
by train, by bus, by automobile and on 
foot. And its scope is measured not in 
miles, but in travel time. “Reasonable” 
travel time will determine the size of the 
labor watershed; and the amount of travel 
time that is considered reasonable will 
vary in different parts of the country. 
In some areas thirty minutes spent in 
traveling each way to work—morning 
and night—will seem too much. In other 
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areas, one hour of travel time each way 
will seem entirely reasonable. 

Lack of public transportation, or bad 
roads, or other similar local conditions 
may affect the labor area for a given 
plant. For example, when we investigated 
the location of present employees’ homes, 
we found that none of them came from 
the direction of Westville. The reason 
was that the 18 miles between our plant 
and Westville was largely over mountains, 
and not readily passable during the win- 
ter months. Since Westville does not 
draw from the same labor area that our 
plant does, we concluded that we should 
not include Westville rates in determining 
our wage and hiring policies. 

But another town, 35 miles away, 
across level country with good roads, 
drains from the same labor area as our 


plant. We have included this latter town 
in our survey of going rates upon which 
wage and salary policy is based, since 
employers in this town do compete with 
our plant for employees. 

The scope of our wage surveys has 
been governed by the concepts of the 
“labor watershed” and competition for 
labor. In applying these yardsticks, we 
find that the distance of labor “drainage” 
and of labor competition differs for vari- 
ous groups of employees. For female 
hourly employees the spread of the “labor 
watershed” is probably smallest. For other 
hourly workers and for office and clerical 
people, it generally extends to a maximum 
of about one hour’s travel time. But for 
management and professional people the 
“labor watershed” and the area of com- 
petition is regional in scope, taking in up 
to one-quarter of the entire country. 


COMPANY BULLETINS FOR MIDDLE MANAGEMENT 


Tue KEYSTONE of any company com- 
munications program is the supervisor. If 
he is out of touch with higher manage- 
ment, morale—and efficiency—are bound 
to suffer. 

To keep supervisors informed about 
company business and policy, many firms 
make use of a special tool—the manage- 
ment bulletin. The Policyholders Serv- 
ice Bureau of the Metropolitan Life In- 
surance Company recently analyzed the 
practices of 62 companies in this field, 
among them seven firms which once used 
management bulletins but have discon- 
tinued them for one reason or another. 

In general, management bulletins fall 
into two groups: informational bulletins 
and training bulletins. Most of the bul- 
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letins studied in the survey are designed to 
inform about company policies, proce- 
dures, and activities, though a small num- 
ber are intended to train supervisors in 
the techniques of effective personnel man- 
agement. 

Thirty-three of the companies included 
in the survey stated the aims of their 
management bulletins. Among these were 
the following: 

To inform of general company activities 
(30 companies); to inform about policies and 
procedures (12 companies); to improve su- 
pervisory handling of people (5 companies); 
to give a sense of belonging to the company 
(4 companies); and to give an understand- 
ing of economics (3 companies). 

If the bulletin is distributed to the en- 
tire management group, its purposes tend 
to be broader. If it is intended only for 
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foremen in specific plants, the aims be- 
come more specific and sometimes take on 
a training aspect. 

With two exceptions, contents of the 
bulletins are not intended to be confiden- 
tial; rather, the supervisors are expected 
to pass on the information to employees 
and in some cases to anyone in the com- 
munity. A number of companies make 
determined efforts to have information in 
the hands of supervisors before it appears 
in the local press or becomes the sub- 
ject of community gossip. It is also rec- 
ognized that supervisors like to get com- 
pany news first. A foreman in one com- 
pany commented, “I'd like to get the in- 
formation before the sweeper does.” 

To secure an over-all picture of the 
contents of management bulletins, several 
issues of 55 bulletins were analyzed. Lead- 
ing topics appeared in this order: 

Company news; organization changes; safety; 
policies and policy changes; labor relations; 
labor negotiations and agreements; employee 
benefits; news affecting business; community 
relations; products; personal items; news of 
industry; management plans; production; sales. 

In general, from the standpoint of 
contents, individual publications fall into 
three groups—the general-news letter, the 
spot-news letter, and the bulletin which 
aims to instruct supervisors in the tech- 
niques of their jobs. Few bulletins con- 
tain much data intended to teach foremen 
the fundamentals of their jobs, and these 
usually contain news items in addition to 
instructional material. A large majority 
of the bulletins reviewed are general 
newsletters. 

Preparation of management bulletins is 
usually a responsibility of either the per- 
sonnel division or the public relations di- 
vision. In some instances, the president, 
the division manager, or the vice-presi- 
dent in charge of production assumes re- 
sponsibility. Occasionally preparation of 
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a management bulletin is a joint effort. 

Of the bulletins reviewed, 38 per cent 
are sent out at irregular intervals when 
there is significant news to transmit, and 
28 per cent are issued monthly. Most of 
the remainder are issued weekly or bi- 
monthly. 

With respect to distribution of the 
management bulletin, various methods are 
employed, some companies using more 
than one method. Of 48 companies which 
outlined their practices, 18 use company 
mail; 10 mail the bulletins to supervisors’ 
homes; 7 mail or ship them to plants for 
distribution; 6 use messengers; 3 use 
company mail for the main office and 
general mail for other locations; 2 dis- 
tribute them to supervisors on the job; 
one uses teletype for reproduction and 
distribution locally; and one distributes 
them with pay checks. When the bulletin 
is mailed to the supervisor’s home it is 
often with the idea that he will attach 
more importance to it and have more time 
to read it than if it reached him through 
company mail. 

Because of differences in size, paper, 
printing, make-up, number of copies dis- 
tributed, and other factors, it is difficult 
to compare the costs of management 
bulletins. The semi-monthly Management 
Bulletin of The Ohio Bell Telephone 
Company—which is a four-page publi- 
cation using photographs, charts, draw- 
ings, and color—is reproduced by offset 
lithography at a cost of $230 per issue 
of 4,500 copies, exclusive of overhead 
and salary costs. The GM Executive Bul- 
letin of General Motors Corporation has 
eight pages and uses photographs. The 
cost of reproduction by letter-press is 
approximately 3 cents a copy. If desired, 
the cost of management bulletins can be 
kept very low. The Staff Bulletin of 
Howard Smith Paper Mills, Ltd. is 
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a one-page, mimeographed publication 
which is issued weekly and mailed to su- 
pervisors’ homes. The major cost is post- 
age and envelopes. It requires only two 
to three hours a week of the editor's 
time and about one hour a week of steno- 
graphic time. 

Of the 62 companies contributing to 
the report, 35 expressed the opinion that 
their management bulletins were valuable 
in making supervisors feel a part of man- 
agement, 20 either expressed no opinion 
or said that they were as yet unable to 
evaluate their bulletins, and seven had 
discontinued their bulletins for various 
special reasons. 


A number of companies have checked 
the reaction of supervisory personnel to 
management bulletins either through in- 
formal checks or through formal surveys. 
In almost every case, these surveys have 
shown that the bulletins were both effec- 
tive and popular. While the management 
bulletin in itself is not a complete solu- 
tion to bringing the middle and lower 
levels of supervision into the management 
team, it is undoubtedly a valuable tool. As 
a means of keeping supervisors well in- 
formed and thus able to inform those they 
supervise, it is an integral part of the 
communications program. 


—Information Bulletins for Supervisors and Executives (Issued to Metropolitan Group 
policyholders by the Policyholders Service Bureau of the Metropolitan Life Insurance Company). 


Showman’s Touch in Union Leadership 


SHOWMANSHIP, often an asset in the salesman, can pay off for the union leader, too. 
Back in 1947, a left-wing group among the 34,000 members of Local 1031, Inter- 
national Brotherhood of Electrical Workers (AFL), threatened to take over at 
union meetings because the attendance was so small. To meet the challenge, Frank 
Darling, president of the international, imported top-flight entertainers like Jimmy 
Durante, Eddie Cantor, Jack Carson, and Sophie Tucker to perform at meetings. 
He soon had the 3,500-seat auditorium filled to overflowing. Nowadays the union 
spends $10,000 a month on shows, which include its own chorus of union girls, 
“the 1031 Dancing Darlings.” The leftists haven’t had a chance since. 

Recently Darling put on another good show. For the 158 employees of Chicago's 
Hedco Manufacturing Corp. he negotiated a new contract that gives members a 
year off with pay after 10 years with the company. Employees who want to work 
all or any part of the vacation year will get double wages. Darling sold the idea 
on the grounds that it would 1) enable Hedco to get top workmen in labor-short 
Chicago and 2) cut down turnover. Furthermore, it will be eight years before any 
employee is eligible for the year’s vacation. A week after the contract was signed, 
the company had 150 new job applicants. 

—Time 6/22/53 





FALL PERSONNEL CONFERENCE 


The Fall Personnel Conference of the American Management Asso- 


ciation will be held on Monday, Tuesday, and Wednesday, September 
28-30, at the Hotel Statler, New York City. 
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PUTTING THE BRAKES ON ABSENTEEISM 


AV PERENNIAL HEADACHE in industrial 
plants and offices, absenteeism is likely 
to become especially acute during the 
season of good weather, baseball, and 
allied attractions. To curb a rising ab- 
senteeism rate it is necessary to work as 
close to the problems as possible; tackling 
them at a desk will accomplish little. 
Here are some practical pointers: 

1. Find out what the absentee rate 
is in your area. You may be operating at, 
or below, the community average; if so, 
you may be wise to settle for that. 

2. Dig into the causes of absenteeism. 
Recently a works manager who decided 
to look into absences on the sixth day 
discovered that most Saturday absentees 
were married couples. Saturday was the 
only day they could have together, and 
the extra pay wasn’t inducement enough 
to bring them to work. Records showed 
that the couples were good workers five 
days a week; to accuse them of lack of 
cooperation or of shiftlessness would have 
been grossly unfair. In such a case, the 
sensible thing is to talk things over at 


personal conferences. To rush into print 
with a blanket indictment of absenteeism 
may embarrass a lot of good employees. 

3. Talk absenteeism in supervisory 
meetings. Three companies in the mid- 
west, who complain about heavy absentee- 
ism and shocking turnover, have never 
brought these problems up in supervisory 
meetings for discussion. A plant official 
has wrung his hands about the matter, 
but never asked his own supervisors for 
their advice—which might be valuable. 

4. Try the positive rather than negative 
approach. The conventional approach to 
a problem of absenteeism is to scold the 
daylights out of the offendors, to hold 
them up to ridicule, to make them un- 
popular with their fellow-workers. Some 
managements find that this can be ef- 
fective, but others prefer the method of 
praising employees for “presenteeism.” 
The bulletin board, management news- 
letters, and the employee publication can 
give solid support to a program of this 
type. 


—The Score (Newcomb & Sammons, 224 East Ontario Street, Chicago 11, IIl.), 
April 15, 1953, p. 3:2. 


ROW TO BE AN OUTSTANDING FAILURE IN 


INDUSTRIAL RELATIONS 


To THE BEST of our knowledge, no 
simple formula has yet been devised for 
achieving consistent and unqualified suc- 
cess in the administration of an industrial 
relations program. Personnel men will 
probably agree that it takes no special 
effort or ingenuity to make an occasional 
mistake in their work. Consistent and 
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outstanding failure, however, may not 
always be easy to achieve; but it should 
be within reach of anyone who wishes 
to adopt the following tongue-in-cheek 
recommendations—presented by L. J. 
Whetsell in an address before the Hous- 
ton Industrial Personnel Association: 

1. First, when your job requires you 
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to take a position on a matter, whether 
it be of major or minor importance, al- 
ways consider strategy first. Figure the 
angles. Let your sincere convictions be 
secondary; otherwise you might not be 
popular. 

2. When your associates differ with 
you, be sure to take it as a personal 
affront. Take the position that no one 
can possibly be right but yourself, and 
regard everyone who doesn’t see eye to 
eye with you on every issue as your 
personal enemy. It will add to everyone's 
discomfort if, while all of this is going 
on, you regard yourself as something 
of a martyr. 

3. If you want to avoid being just a 
mediocre failure, lose your ability to see 
things through the eyes of the rank-and- 
file employees. 

4. The fourth tip is closely related to 
the third. It you want to muff the ball 
in good style, confine your interest to 
theory and policy. Become an office or 
a swivel-chair operator. People who have 
only a meager understanding of your 
job may think you are a “big shot.” 

5. Be quick on the trigger to make 
promises to employees, and then promptly 


forget all about them. Also, be ready and 
willing to promise almost anything, 
whether you can make good on it or not. 
If you don’t intend to keep your promise, 
it won't matter anyhow. 

6. Get into office and field politics with 
both feet; if there aren't any, start some. 
Of course, it’s always preferable in mat- 
ters of this kind to line up on the ma- 
jority side. As long as you curry the 
favor of the right people, you will prob- 
ably continue to draw your paycheck. 

7. Let prejudices for and against people 
sway your decisions. Men who let facts 
interfere with their prejudices are always 
coming up with the right answers. 


8. Always be a stickler for the written 
rule regardless of circumstances. If the 
book says it’s thus and so—that’s it. Any 
deviation from the printed page would 
set a dangerous precedent. 


9. Another sure way to contribute 
substantially to your failure is to be cer- 
tain at all times that you understand 
employees and know exactly why they 
feel as they feel. No greater fallacy has 
ever existed; yet, of all delusions, this 
is perhaps the most common. 


Spiking Rumors in the Shop 


DOES YOUR communications system outspeed rumors? To act as an employer's best 
line of defense against costly and dangerous rumors, supervisory personnel need 
quick, accurate information—a difficult requirement in those plants which have a 
number of buildings spread over acres of ground. 

One answer to the problem is a device installed by most local telephone com- 
panies. Already in use by such companies as Caterpillar Tractor, Peoria, Ill., and 
Consolidated Edison, New York, this system enables the personnel department or 
top management to put a message on a rubber disk which will be played back to a 
supervisor whenever he picks up his phone. Daily messages can be put into the 
machine and additional messages may be added any time during the day. If a 
supervisor has forgotten some piece of information, he can pick up the phone and 


check on it again. 


—Labor Checklist (Research Institute of America, Inc., 
292 Madison Avenue, New York 17, N. Y.) 3/4/53 
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Why Employees Quit 


TURNOVER is causing employers increasing concern as the manpower shortage grows, 
Is your pay plan all that it ought to be? A University of Chicago survey of several 
hundred employers shows that most quits are due to inadequate pay or lack of 
pay opportunities. Here is the score: 


Percentage Per Cent 
Reason for Quitting Responding by Group of Total 
Retail Clerical Mfg. 
42.9 21.6 28.8 31.1 
No chance for promotion 25.6 25.4 35.1 28.7 
Better job in view 22.4 19.3 24.3 22.0 
To return to school 7.1 8.5 30.6 15.4 
Poor supervision 19.8 6.2 11.7 12.6 
Work unsuited to ability 9.6 12.3 14.4 12.1 


—American Business 3/53 


Compensating the Industrial Recreation Director 


THE AVERAGE SALARY of industrial recreation directors who devote 75 per cent or 
more of their time to recreation work is almost $6,600 per year, it was found in a 
survey conducted at a recent conference of the National Industrial Recreation 
Association. Detailed results of the survey are shown in the diagram below, which 
reflects the replies of 72 industrial recreation directors. The salaries of 24 other 
respondents who spend half their time or less on recreation work are not shown 
in the chart. 
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MAKING SUPERVISORY INCENTIVES WORK 


I ESTABLISHING an incentive system for 
supervisors, management may choose to 
base it either on the incentive perform- 
ance of workers supervised or on the su- 
pervisors’ own performance on controll- 
able costs. 

Incentives of the first type are rela- 
tively simple, but they aren't practical 
unless wage incentives are used for wage- 
rate workers, and they may tempt the su- 
pervisor to accept loose standards and dis- 
courage methods improvements. 

Supervisory incentives based on con- 
trol of costs come closer to fitting the basic 
principles of a sound incentive, since they 
take into account all the cost factors that 
are within a supervisor's responsibility. 

These are some basic requirements for 
a sound supervisory incentive program: 

1. Set the supervisors’ salary structure 
right before you start. 

2. Establish clearly the responsibilities 
of supervisors. 

3. Make certain your operations-re- 
porting and accounting procedures are 
adequate for reasonably accurate measure- 
ment of results. 

4. If you use a cost-control plan, base 
the performance on controllable factors. 

5. Be prepared to grant authority 
along with responsibility to control the 
factors included for the purpose of de- 
termining the incentive. 

6. Make the standards for perform- 
ance-measurement realistically attainable, 
but not loose. 

7. Establish strong, aggressive admin- 
istration. 

8. Examine the savings potential of a 
plan. If it isn’t going to save money, 
forget it. Don’t use it as a substitute for 
salary increases. 

The biggest obstacle to setting up an 
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effective plan is the difficulty of segregat- 
ing and measuring satisfactorily all the 
controllable items of cost that fall within 
the individual supervisor's responsibility. 
Such items may include electric power 
consumption, where it isn’t accurately 
metered to individual responsibility cen- 
ters; materials, where it doesn’t appear 
practical to measure quantities passing 
from one responsibility to another; in- 
juries to personnel; housekeeping; and ad- 
herence to production or work schedules. 

In the case of tangible factors, if the 
cost element is small they can be omitted 
from incentive performance. If it is 
significantly large, you may: (1) install 
measuring facilities if potential economy 
justifies the cost; or (2) measure all 
supervisors within the existing boundaries 
of measurement as a group, and pay 
all the same for that factor. Some plans 
include the intangible item as an arbitrary 
adjustment of bonus, and some don't. If 
you exclude them from the incentive, 
you'll probably need separate controls to 
keep them within limits. 

Some managements feel that it 
shouldn't be necessary to provide a finan- 
cial incentive plan to get a supervisor 
to do his job well. They believe in in- 
spiring the supervisor with a good salary 
and other benefits; in helping him di- 
rectly and by training—and taking him 
off the job if he doesn’t do it satisfactorily. 
But this overlooks the fact that super- 
visors, being human, may not always 
achieve of their own accord the conditions 
that make incentives unnecessary. When 
they don’t, gearing the individual's pay- 
check to his performance should help 
management toward lower costs. 

Other frequent objections: 

“We aren't ready for supervisory in- 
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centives.” This may be valid if existing 
cost control methods are inadequate, or 
if the accounting of cost factors isn’t 
precise enough to enable management to 
measure the performance of individual 
supervisors or that of small related groups. 
In either case, lack of experience in de- 
termining “par” can make supervisory 
incentives a risky undertaking. 

“Too complicated.” This argument gen- 
erally applies to the cost-performance type 


of plan rather than to one based only on 
average worker incentive performance. It’s 
true that plenty of figuring is needed to 
find a department's budgeted controllable 
cost, actual cost, and cost performance. 
But the really tough problems are: decid- 
ing what cost factors are controllable; de- 
ciding how to segregate and measure 
those costs; defining 100-per-cent per- 
formance for each factor; and, later, ad- 
ministering the plan. 


—Rosert S. Rice. Factory Management and Maintenance, July, 1953, p. 96:2. 


ARBITRATION PROVISIONS IN UNION CONTRACTS 


In a stupy of 1,442 collective agree- 
ments in effect during 1952, the Bu- 
reau of Labor Statistics found that 89 per 
cent of the contracts, covering workers in 


29 broad industrial categories, contained 
provisions relating to the arbitration of 
grievances. The contracts analyzed cov- 
ered 5,581,500 workers; arbitration pro- 
visions applied to 91 per cent, or 5,066,000 


of these workers. The only industrial 
groups where fewer than half of the work- 
ers were covered by arbitration provisions 
were tobacco, lumber, furniture, and fin- 
ished goods products. 

A permanent single arbitrator was pro- 
vided by 12 per cent of the 1,290 agree- 
ments which had arbitration clauses in 
effect. These agreements, however, cov- 
ered 27 per cent of the 5,066,000 workers 
under arbitration clauses, because a high 
proportion of the agreements of large em- 
ployers and associations of employers des- 
ignated permanent single arbitrators. 

An additional 5 per cent of the agree- 
ments, involving 10 per cent of the work- 
ers, established permanent boards of ar- 
bitration. Permanent arbitration ma- 
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chinery was most prevalent in apparel, 
transportation equipment, and primary 
metal industries, where such machinery 
was established for over two-thirds of the 
workers under arbitration agreements. 


An ad hoc board was the most preva- 
lent type of arbitration machinery, being 
specified by 46 per cent of the agreements 
containing arbitration provisions in effect 
in 1952. These agreements, however, 
represented only 26 per cent of the work- 
ers, since many covered small companies. 
Another 30 per cent of the agreements, 
involving 32 per cent of the workers, pro- 
vided for selection of a single ad hoc 
arbitrator. 

Four per cent of the agreements, cov- 
ering 3 per cent of the workers, allowed 
the employer and union the option of 
using either a single arbitrator or a board 
for any particular case. The bulk of these 
workers were concentrated in the tex- 
tiles, rubber, and machinery industries. 
The remaining 3 per cent of the agree- 
ments did not specify whether a single 
arbitrator or board would be used, or 
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whether the arbitrator would serve on an 
ad hoc or permanent basis. 

Thirty per cent of the arbitration agree- 
ments studied, covering 51 per cent of the 
workers under such agreements, failed to 
provide a predetermined means of break- 
ing a deadlock over the selection of an 
arbitrator. The majority of these agree- 
ments, however, designated permanent 
arbitrators. Agreements affecting the re- 
maining 49 per cent of the workers cov- 
ered by arbitration clauses provided for 
the assistance of governmental or private 
agencies or individuals in selecting impar- 
tial arbitrators. In some instances, the out- 
side agency was authorized to appoint the 
arbitrator immediately. More frequently, 
however, the outside agency acted only 
in the event of a deadlock between the 
parties. 


A special analysis of one-third of the 
arbitration provisions in effect in 1952 
was made to determine what matters were 
within the scope of arbitration. Eighty- 
two per cent of these clauses provided for 
arbitration of disputes over the interpre- 
tation and application of the agreement. 
The scope of arbitration was stated in 
very general terms in the remaining 18 
per cent of the agreements. Under such 
general clauses, arbitrable issues might in- 
clude disputes over interests as well as 
rights. 

Arbitration of interests was specifically 
provided for in some of the agreements, 
11 per cent authorized arbitration of gen- 
eral wage increases or decreases during 
the life of the agreement, and 2 per cent 
required arbitration of deadlocks over the 
terms of a new or revised agreement. 


—ERNESTINE M. Moore and JAMes Nix. Monthly Labor Review, March, 1953, p. 261:6. 


Group Differences and Earning Power 


IN THE U. S. men earn about twice as much, on the average, as women. White men 
earn about twice as much as Negro men, and white women about twice as much 
as Negro women. These differences result less from discriminatory pay rates for 
the same kind of work than from the different kinds of jobs held by men as 
against women, and Negroes as against whites because of preference, custom or 
availability. 

Earnings among male workers rise steeply from adolescence to the age class 
30-34 years, level off to a peak at age 40-44, decline slightly up to age 50-54 
and more sharply after 55 years. The general pattern of variation of wages with 
age is essentially the same for men and women, white and Negro, skilled workers 
and manual laborers. However, the degree of variation in earnings from youth 
to old age is greater for men than women, greater for white men than Negro 
men, but less for white women than Negro women. 

—-The Twentieth Century Fund 








THE CONTENT and format of union contracts improve by the day. The labor pact 
of F. E. Myers Co., Ashland, Ohio, is nicely dressed up with photos of company 
products on the inside cover. Other handy items include (1) a list of the foremen 
in the plant, identified by department, and (2) an index of the industrial relations 
department, giving names of executives in various jobs and a listing of company 
and union officials. 


—Mill & Factory 12/52 
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Recreation: Industry Hits a Home Run 


BACK IN 1883, George Pullman gave the boys in his Chicago shop some base- 
ball equipment. He threw out the first ball into the industrial recreation field— 
and since then organized sports for workers have moved into the big leagues. 
Today some 20,000 companies are spending about $163 million per year for 24 
million workers. 

One example of the sports activities being organized by industry is the blooper 
softball league at Ford Motor Co., Dearborn, Mich., which gives Dad a chance 
to show the youngsters how it’s done. Ford also fights juvenile delinquency by 
sponsoring day camps for boys and girls. 

These programs are generally financed by non-profit athletic associations to 
which members pay yearly dues. Fees are modest and usually range from 50 
cents to $3.00. More ambitious programs in larger companies are often financed 
by a pro-rated “take” from vending machines. In most cases employee dues are 
either matched or exceeded by contributions from permanent company recrea- 
tion funds. 

Experienced recreation directors have some down-to-earth advice for firms that 
want to expand their programs. They advise you to: (1) Make sure your 
program is organized—or it will get out of hand, and your efforts will be wasted. 
(2) Insist on active cooperation from the worker. (3) Don't be too quick to veto 
an activity because there aren't too many people interested—let the per-capita 
cost of that activity be your guide. (4) Keep accurate and detailed records of 
everything that seems pertinent. 

—Iron Age 5/28/53 


Combatting Prejudice in the Plant 


WITH THE PURPOSE of improving human relations within plant and community, 
and especially to eliminate racial and religious tensions within the factory, Shwayder 
Brothers, Inc., maker of Samsonite luggage and furniture, and its local union have 
teamed up to present a 10-week anti-discrimination program to employees. 

Acting on the theory that most bias can be broken down through wider 
knowledge of races and religions, participants in the program have been selected 
from as many creeds and races as possible. Management and union committees 
have selected these participants—about 40 in number—from different departments 
throughout the plant. For 10 weeks, this group is meeting for an hour and a half 
each week to consider problems of a local nature pertaining to prejudice and 
discrimination. Each week an expert in some relevant field such as psychology, 
sociology, or anthropology, is on the program. Also taking part in the program 
are a rabbi, a priest, and a minister, who present facts on aspects of prejudice, 
which employees then try to square with everyday practices. 

This labor-management operation is part of the work instigated and conducted 
by the Detroit Round Table of the National Conference of Christians and Jews, in 
an effort to reduce the “billions of dollars lost annually by personal prejudices, 
based upon traditional stereotypes of fellow workers.” 

—American Business 3/53 








WORKING CONDITIONS: Sixty-three women operators returned to work recently at 
the Southern Bell Telephone Company (Gulfport, Mississippi) after the company 
agreed (1) to let them wear shorts inside the telephone exchange, (2) to serve 
them lemonade and cold drinks during the day, and (3) to set racks of ice in front 
of the electric fans, 


—From a United Press dispatch 
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LABOR LEGISLATION—HOW THEY SAY IT SHOULD 
BE REVISED. By A. Howard Myers. Michigan 
Business Review (School of Business Adminis- 
tration, University of Michigan, Ann Arbor, 
Mich.), July, 1953. Considers the patterns of 
proposals that have emerged during this year 
of stocktaking in federal labor policy. While 
the array of evidence indicates no unanimity 
of thinking by either union or management 
spokesmen, the author sees growing signs of a 
live-and-let-live attitude on the part of both 
labor and industry and points to a number 
of indications that some more mutually satis- 
factory revisions of the federal labor law can 
be worked out in the near future. 


GETTING TO KNOW YOUR PEOPLE. Modern 
Industry (99 Church Street, New York 8, 
N. Y.), April 15, 1953. 50 cents. Reports 
on a study of employee attitudes made by the 
Survey Research Center of the University of 
Michigan in a company employing 21,000 
workers. Besides stimulating management's in- 
terest in the individual employee, the survey 
led to the construction of a useful list of 60 
environmental, personal, and supervision fac- 
tors affecting productivity. 


INCENTIVES FOR MIDDLE MANAGEMENT. By 
J. E. Heidgen and Hiley Davis. Factory Man- 
agement and Maintenance (330 West 42 Street, 
New York 36, N. Y.), July, 1953. Based upon 
actual performance against budgets—for almost 
all direct and indirect factory costs—the man- 
agement incentive plan which has been in 
effect for more than two years at the American 
Seating Company has proved highly effective 
as a means of controlling operating costs and 
giving middle management a fair share of the 
resulting economies. A notable feature of the 
plan, which is described here in detail, is that 
it works as well in slack periods as when 
things are humming. 


MANAGEMENT VIEWS THE LOCAL UNION. By 
Joel Seidman, Richard Hammett, Jack London, 
and Bernard Karsh. The Journal of Business 
of the University of Chicago (University of 
Chicago Press, Chicago 37, Ill.), April, 1953. 
Even though a company has had frequent 
clashes with the union, it does not follow that 
its management is antagonistic to the collec- 
tive-bargaining relationship, according to this 
highly interesting study of management atti- 
tudes in a large steel plant. Though the com- 
pany has had, at best, an “armed-truce”™ rela- 
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tionship with the union for many years, the 
overwhelming opinion of the management 
group as a whole is that the union has made 
an important contribution toward the well- 
being of the employees, the company, or both. 
While management is critical of some aspects 
of unionism in the plant, the over-all findings 
show a striking shift from opposition to the 
union to an attitude of accommodation. 


LABOR’S NEW MEN OF POWER. By Daniel Bell. 
Fortune (9 Rockefeller Plaza, New York 20, 
N. Y.), June, 1953. $1.25. An appraisal of 
the character, background, and abilities of 
four rising labor leaders whose personalities 
may well have a decisive effect on the future 
of the American labor movement: Walter 
Reuther, George Meany, Dave Beck, and 
David McDonald. Although in some respects 
the most brilliant of the four, Reuther may 
not possess a clear enough insight into the 
complexities of public policy to fulfill his 
ambitions as a trade-unionist or as a politician, 
the author believes. 


PRESSURES ON AN EMPLOYERS’ ASSOCIATION 
IN COLLECTIVE BARGAINING. By Gerald G. 
Somers. Industrial and Labor Relations Review 
(New York State School of Industrial and 
Labor Relations, Cornell University, Ithaca, 
New York), July, 1953. $1.25. Is there an 
inevitable trend toward industry-wide negotia- 
tions between national unions and employer 
associations? This article, a study of labor- 
management relations in the flint glass indus- 
try, presents a case in which the process has 
occurred in reverse: after some 60 years of 
association-wide bargaining, changes in the 
structure of the industry and the union re- 
sulted in a shift to decentralized negotiations. 


THESE HANDS ARE ABLE. Challenge Magazine 
(34 Broadway, New York 4, N. Y.), April, 
1953. 20 cents. Though there has been some 
progress in the employment of the handi- 
capped, the fact that only one-fifth as many 
handicapped men and women found jobs last 
year as were disabled in the same period sug- 
gests that a vast reservoir of competent man- 
power remains untapped by industry, this ar- 
ticle points out. The resulting economic and 
social cost to the nation, and current efforts 
to reduce this cost through various rehabilita- 
tion and vocational placement programs, are 
— the aspects of the problem discussed 
ere. 
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WHERE WhITE COLLAR MEETS BLUE 


Whenever orice staffs and factory 
people share a common building, their 
close association leads to human relations 
problems. This is particularly apparent in 
cases where white-collar employees have 
been uprooted from separate quarters 
downtown and resettled at the plant— 
a growing trend in business today. 

Propinquity invites comparison, and 
comparisons usually start with pay. Time 
was when higher take-home in the factory 
was offset, in employees’ minds, by better 
working conditions and special privileges 
accorded office people. But as moderni- 
zation of plant and equipment continues, 
and factory benefits enlarge, this tradi- 
tional advantage has narrowed or dis- 
appeared altogether—leaving the office 
worker with little or no “superiority” to 
offset the higher take-home pay in the 
shop. 

Pay administration, as well as pay it- 
self, is a frequent cause of grievance. The 
merit increases which give clerical help 
a boost in morale, as well as in purchas- 
ing power, tend to suffer by comparison 
with the periodic raises and cost-of-living 
increases which factory unions obtain for 
their members. 

The tandem increase, under which 
raises in the office are tied to wage in- 
creases, has multiplied the difficulty in 
many firms. “I want a raise whenever 
I deserve it,” is the prevailing attitude, 
“not when the boss is outmaneuvered at 
the bargaining conference with the 
union.” Another woe of the same com- 
plexion is the time lag which often oc- 
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curs between a pay-hike for production 
workers and its extension to the office 
force. 


Inequities in the office are a further 
source of dissatisfaction, though the 
trends toward clerical job evaluation and 
cost control have erased it in some com- 
panies. Where such methods have not 
been introduced, the seasoned secretary 
may be pardoned for craving job descrip- 
tions—which often are the first thing an 
office union demands. 


Working hours are another major ir- 
ritant, especially when clerical and pro- 
duction workers are under the same roof. 
“We used to report at 9:00 or 9:15,” 
an executive secretary confided. ““Now we 
have to be at our desks when the whistle 
blows at 8:00. But they drive home at 
4:30 in the afternoon—with my letters 
still lying unsigned on the boss’s desk.” 

Getting done earlier is regarded as a 
dubious advantage if the span from de- 
parture to homecoming is lengthened by 
the change in location. “Sure we close at 
half-past four,” a junior accountant pro- 
tested. “But I get up almost an hour 
earlier than I used to—and the 5:30 is 
still the only train I can take to my sta- 
tion.” 

Casual leaves and time off for personal 
reasons form another office privilege that 
meets growing opposition with the change 
of address. Rather than extend these ad- 
vantages to the entire plant, or run the 
risk of being charged with favoritism, 
many companies have dispensed entirely 
with such ideas. 


The Management Review 











These are the major causes of complaint 
—but no round-up of office-factory re- 
lationships would be complete without 
mention of the following: 

Grievance handling: In the polite so- 
ciety of the front office, Mary, the mimeo- 
graph operator, may imply her dissatis- 
faction in a dozen different ways—in 
vain. But Grinding Machine Gertie, out 
in the plant, has only to trip twice over 
her foreman’s big feet—or so it seems 
to the office cohorts—and the grievance 
procedure starts working. 

Quality of supervision: In many cleri- 
cal departments the office equivalent of 
foremanship is conspicuous by its ab- 
sence. The only thing many office girls 
know about the chain of command is six 
or seven executives, every one of whom 
can yank her off one job and put her on 
another. Switching some of that foreman 
training in the shop to supervisory train- 


ing in the office would suit her to a 
a 


Management attitude: Unless the office 
grapevine is completely out of order— 
as it seldom is—Mr. Big is vastly more 
concerned over morale in the Mold De- 
partment than he is about harmony and 
happiness in Credit and Collections. 

Social activities: In these, as many per- 


sonnel directors will admit, the center of 
gravity is in the shop. Recreation pro- 
grams, being aimed at the greatest good 
for the greatest number, tend to overlook 
the tastes and leanings of the salaried 
minority. 

Training: The beginner in most plants 
is the immediate beneficiary of all the 
training know-how at management's com- 
mand. In contrast, the average office em- 
ployee is supposed to be skilled when she 
is hired; any material deficiency which 
shows up later may cost her her job. 
But if a factory worker proves wanting, 
he can’t be separated summarily. (The 
union might file a grievance.) So he gets 
instruction, closer supervision, and an all- 
out effort to convert him into an Avl 
producer. 

If office recruits were pounding at the 
door, management could afford to be in- 
different to these white-collar dilemmas. 
But the same manpower shortage that 
plagues the production manager is stalk- 
ing between the files. The key to the 
problem is not pay, not special privileges, 
but a satisfactory work relationship in 
management’s own backyard. Unless the 
handwriting on the board-room wall is 
heeded, the office wife and the Girl Fri- 
day will be the vanishing Americans of 
1960. 


—ARTHUR C. Crort. Office Management, July, 1953, p. 19:2. 


Part-time Employees—One Way to Beat the Clerical Shortage 


FOR THE PAST several months, an eastern company has been successfully using part- 
time workers to offset the shortages in its office staff. The parttime employees— 
women with children—work from five to six hours a day, setting their own schedules 
between the hours of nine and five. With the exception of holiday and vacation 
pay on a pro-rata basis, no benefits are given, nor do they receive any guarantee 


that the work will continue. 


At first, department heads were rather reluctant to embark on this program, 
but almost all of the women have done such an excellent job that management's 
attitude is now enthusiastic. It is consistently reported that one of these women 
produces as much or more than a regular junior employee working full time. 

The part-time employees were recruited through the company’s regular staff, 
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newspaper advertising, and employment agencies. Interestingly enough, while the 
company's newspaper advertising for full-time stenographers and typists brought 
no significant response, the same ads for part-timers brought in 25 to 30 people. 
The company’s only reservations about the program are that (1) it does not 
build up the staff for promotion purposes, and (2) like all part-time or temporary 
employment measures, it creates extra records and payroll problems. 
—L.O.M.A. Bulletin (Life Office Management Association) 3/15/53 


Eight Rules for Making Secretaries Like Their Job 


OF 1,000 secretaries in 39 states who participated in a study to determine causes 
of office friction and misunderstanding, most showed themselves to be perfectly 
or well adjusted to their jobs and their bosses. In the remaining cases, it appeared 
that the boss as much as the secretary may have been at fault. 

Eight rules to improve office efficiency and working conditions evolved from 
the survey, which was conducted by Ciio von Mering, Jr., of Harvard, Stephen 
Kegels of Boston University, and statisticians of the Soundscriber Corporation. Here 
they are: 


Treat your secretary as a person. 
Praise her, in the presence of others, for a job well done. 
Give her ideas more consideration. 
Make her feel you'd rather have her working for you than anyone else. 
Don't work the secretary at break-neck speed to catch up, and avoid 
keeping her after normal working hours except in emergencies. 
Explain new office methods. 
Regard her as capable of assuming responsibilities. 
Straighten out mistakes in private. 
—Credit and Financial Management 5/53 
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**T forgot what we’re looking for!”’ 











—Reprinted by special permission of The Saturday Evening Post. 
Copyright, 1953, by The Curtis Publishing Company. 
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EDUCATING THE OFFICE WORKER: A SURVEY 


As susiness becomes increasingly com- 
plex and specialized, many firms are find- 
ing that clerical employees can do their 
jobs better if they are given opportunities 
to obtain additional education. 

To determine the extent to which com- 
panies are paying for outside education 
of office workers, the National Office 
Management Association recently sur- 
veyed a total of 2,680 companies through- 
out the United States and Canada. 
Thirty-eight per cent of these firms said 
that they make payments of some kind 
for employees’ education. Of these, 55 
per cent reported a standard policy for 
paying educational expenses for employees 
in certain job categories. The remaining 45 
per cent make their decisions on the basis 
of facts in individual cases. Generally 
speaking, the percentage of companies 
using formal policies increases with the 
size of the company office; 78 per cent 
of the companies employing over 1,000 
office employees have such a policy. 

The majority of the respondents (76 
per cent) indicated that payments were 
made for specific, work-connected sub- 
jects; 17 per cent paid for complete 
courses, while only 7 per cent paid for 
any subject, whether work connected or 
not. 

Fifty-six per cent of the companies said 
that their payments depend on passing 
grades. The passing grade requirement 
increases gradually with company size. 

Thirty-nine per cent of the firms said 
they paid all of the educational expenses; 
31 per cent, part tuition; 28 per cent, all 
tuition only; and 2 per cent, texts alone. 
Only in the smaller companies is the pay- 
ing of all expenses most frequent. 


In explaining why they subsidized out- 
side education, 51 per cent of the com- 
panies stated that such programs prepare 
for promotion; 26 per cent said that 
greater production resulted; 15 per cent 
believed they improved morale; and 8 per 
cent said that turnover was reduced. 


A large number of the paying companies 
reported annual cost-per-employee figures 
that are surprisingly low. Thus 67 per 
cent pay $50 or less, and 88 per cent 
pay $70 or less. Only 3 per cent pay 
more than $150 per year per office em- 
ployee educated. The greatest percentage 
of smaller companies (1-250 employees) 
reported average costs of from $1 to $10; 
the sixth group (251-300) jumped to 
$65; the next four groups reported $45; 
those companies employing 501 to 1,000 
workers reported $55; and those with 
more than 1,000 employees reported an 
average cost per employee of “more than 
$150.” This low cost for small companies 
and high cost for large companies may 
indicate that larger companies encourage 
their employees to make use of the highest 
quality (at least the highest priced) edu- 
cational facilities. It may also mean that 
these companies concentrate their educa- 
tional programs on high-level personnel 
to a greater extent than smaller com- 
panies. 

Of the surveyed companies which said 
they now make payments, practically none 
plan to stop—and ‘only 3 per cent of 
those which do not make payments now 
have ever done so in the past. All in all, 
it appears that where company-paid edu- 
cational programs for office employees 
have been adopted, they are proving their 
worth. 


—A. H. Gacrr. Office Executive, July, 1953, p. 38:1. 
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COMPANY LIBRARIES COME OF AGE 


Company libraries are relatively new to 
the business scene, but their development 
is rapidly expanding. Forty years ago 
there were only 108 company libraries 
in existence on the continent. Today, 
there are 2,500. 

The main reason why company libraries 
have come to be recognized as a sound 
investment is that information loses value 
in most businesses unless it is available 
in the shortest possible period of time. A 
well-run company library offers a central- 
ized location where information may be 
speedily obtained. Among its other ad- 
vantages are elimination of waste and 
unnecessary duplication. A library will 
preserve for future reference many items 
of real worth which might otherwise be 
thrown out by busy executives after a 
cursory glance—though they might be 
needed later on. 

Having a ‘ibrary also simplifies book 
purchasing problems. By centralizing the 
purchase of periodicals and books it is 
possible to cut even accounting costs. 
Libraries may even mean higher profits; 
some authorities estimate the direct profit 
value involved in quickly procuring 
needed information as high as 10 per 
cent, in total cost and time. Another 
selling point for company libraries is the 
good staff and public-relations job they 
can perform. 

Once you have decided to set up a 
company library, and after the size of the 
operation has been determined, the prob- 
lem of picking a competent librarian 
arises. Here you have two choices: a 
college graduate with a library school 
degree, or a person within the firm who 
knows the business well and knows where 
needed materials may be procured. Busi- 
ness men can obtain assistance in choosing 
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librarians from the Special Libraries As- 
sociation, which offers a placement service 
aimed at assisting companies to find the 
right library staff. Through the same 
association, company librarians may be- 
come acquainted with the work being 
done by other members of the profession 
in the same or allied fields. The S. L. A. 
is also a help to new librarians who need 
to become familiar with nearby library 
collections. 


The usual items in a library budget 
should include salaries, subscriptions to 
periodicals and newspapers, books, pam- 
phlets, supplies, bindings (if research files 
of periodicals and association transactions 
are to be maintained) furniture and 
equipment, dues, and memberships. 


As far as equipment is concerned, a 
library can be started with an empty 
desk, a telephone, a small collection of 
reference books, and a good librarian. As 
it grows, filing cabinets, chairs and read- 
ing tables, catalogues and indexes, shelves, 
racks for newspapers and periodicals, dis- 
play cases for special exhibits, and bulletin 


boards can be added. 


How large does a company have to be 
before it can enjoy the “luxury” of a 
library? The belief that smaller under- 
takings cannot afford them is based on a 
misconception of their value. At best, 
the most efficient libraries can save their 
companies thousands of dollars. Excessive 
costs occur largely because those setting 
up the library have made mistakes. For 
example, the library is often tied closely 
to another department, though most au- 
thorities maintain that it should be set 
up as a separate operation, to give effec- 
tive service to all departments. 


The purchase of periodicals and maga- 
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zines, which will form a large part of 
the reading material in a company library, 
should be carefully planned. These are 
frequently the only available sources of 
certain types of information. 


A good librarian can do much to in- 
sure that fullest benefit is derived from 


books and periodicals by seeing to it that 
they are circulated promptly and that 
articles of particular interest are clipped. 
Your company library may start in a 
small way, but if it is well run it is 
likely soon to become an almost indis- 
pensable part of your organization. 


—Business Management, May, 1953, p. 8:2. 


Formula for Low Secretarial Turnover 


ANALYZING the reasons for secretarial turnover rates of more than 30 per cent in 
two New York companies, a study group organized by the Personnel Club of New 
York recently developed the following list of recommendations for achieving re- 
duced turnover: 


1. Good selection—including consideration of congeniality to work group, rela- 
tion of intelligence to job, and letting the supervisor make the final decision. 

2. Good induction—including making the employee feel at home, and careful 
explanation of company policies. 

3. Good training—teaching of the simple jobs first. 

4. Good supervision—“humanizing™ the work day. 

5. Attractive offices. 

6. A good salary program, including proper recognition for work well done and 
explanation to employees who do not receive a raise. 

7. Systematic merit ratings including follow-up interviews with employees. 

8. A social activities program. 

To improve effectiveness of supervisory training in reducing turnover, these 
techniques were suggested: 

(1) Equalization of work; (2) fair distribution of overtime; (3) elimination of 
favoritism; (4) study and consequent application of best equipment to do the job; 
(5) use of merit ratings for advancement or salary increases; (6) evaluation of 
productive ability to assign jobs where most effectively filled; and (7) stimulating 
teamwork. 


Pressure—A Brake on Production? 


CAN A SUPERVISOR increase the work output of his group by putting pressure on 
them? 

Many people would probably give a reluctant “yes” to this question, but 
add that in the long run pressure will create some morale problems that may add 
to the supervisor's difficulties. Recently, however, evidence has been accumulating 
to cast doubt on the basic proposition that pressure gets results. 

Freedom from pressure, from fear, and from close supervision were noted in 
the highest-producing groups studied by the Survey Research Center of the Uni- 
versity of Michigan. Another study, among branch offices of an installment finance 
company, found that those offices complaining about “pressure” did the least 
amount of work. 

—Personnel Newsnotes (Owens-Illinois Glass Company) 6/53 
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MICROFILMING CAN CUT RECORD STORAGE 
costs. By W. G. Patton. The Iron Age 
(100 East 42 Street, New York 17, N. Y.), 
July 16, 1953. 35 cents. Reporting on 
one firm's experiences with microfilming, this 
article comprehensively describes the setting 
up of a permanent program for record reten- 
tion, methods for preparing and reproducing 
copy, and the results of two years’ use of this 
space-saving device. 


HOW TO HANDLE TRAFFIC IN THE TWO-FLOOR 
OFFICE. By Armand P. Bartos. Management 
Methods (141 East 44 Street, New York 17, 
N. Y.), June, 1953. 50 cents. This article, 
which is accompanied by a floor plan, shows 
how an Pada § stairway produces high over- 
all efficiency and easier communication in one 
company's two-floor office area. Additional 
environmental benefits, as well as space econo- 
mies, were provided by simple decor, a mini- 
mum of furniture, and imaginative lighting. 


MEASURING CLERICAL WORK. By L. Browne 
Helms, Jr. Systems and Procedures Quarterly 
(Box 96, Madison Square Station, New York, 
N. Y.), May, 1953. $1.00. Clerical work 
measurement, which forms the backbone of 
ofice management, deserves as careful appli- 
cation as time study, its counterpart in indus- 
trial management, the author points out. A 
methods program cannot be considered com- 
plete, he says, until procedures for obtaining 
control of the existing costs of clerical effort 
have been established. 


MODULAR OFFICE FURNITURE. The Office (270 
Madison Avenue, New York 16, N. Y.), 
August, 1953. Describes and illustrates the 
latest developments in modular office furniture 
—consisting of an assembly of standardized 
units, combined in accordance with the tasks 


to be performed at a particular work station. 
The unit combinations may include L-shaped 
desks (which offer additional desk space with- 
out occupying additional floorspace), built-in 
files, bookcases, equipment housings, etc.; and 
partitions which, when attached to the desk, 
convert it into a small private “office.” Use 
of these modular units—which can be easily 
assembled, knocked down, and changed about 
—has resulted in floorspace savings of from 
5 to 35 per cent. 


CLERICAL QUALITY HAS TWO DIMENSIONS. By 
Alex L. Hart. Office Executive (132 West 
Chelten Avenue, Philadelphia 4, Penna.), 
July, 1953. 50 cents. Statistical quality con- 
trol methods in the office cannot be modeled 
upon those employed in the factory, the au- 
thor points out, since individual units of cleri- 
cal work—which may differ greatly in dollar 
importance—cannot be properly evaluated by 
a simple random sampling. This article pre- 
sents a typical problem and shows in detail 
how an efficient sampling plan was devised 
to provide control over the dollar amount of 
error. Illustrated. 


CONTROL OF MACHINE ACCOUNTING EQUIP- 
MENT. By F. M. Johnson. Systems and Pro- 
cedures Quarterly (Box 96, Madison Square 
Station, New York 19, N. Y.), May, 1953. 
$1.00. The Prudential Insurance Company, 
which uses over 1,000 pieces of IBM equip- 
ment, recently instituted a control system 
employing standards based on expected ma- 
chine time, set-up and delay time, and machine 
operating rate. The author explains how the 
accurate records thus obtained reduce idle 
time and show where operations are falling 
short of maximum efficiency. 








AMA OFFICE MANAGEMENT CONFERENCE 


The Office Management Conference of the American Management 
Association will be held on Monday, Tuesday, and Wednesday, October 
12-14, at the Hotel Astor, New York City. 
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MAKING QUALITY CONTROL PAY ITS WAY 


Because the causes of defective prod- 
uct vary widely, the means of preventing 
defects—i.e., the techniques of quality 
control—must be correspondingly varied. 
A wide assortment of tools is necessary 
to constitute a “system” for defect pre- 
vention. Consequently, a successful qual- 
ity control program requires the planned 
participation of numerous departments in 
the company. 

In a study of the results of quality 
control programs started since World 
War II by 39 companies, the author 
found a shocking mortality rate among 
these programs, due largely to failure to 
utilize the managerial tools for defect 
prevention and to overemphasis on the 
statistical tools. 

The more nearly a quality control pro- 
gram embodies the following list of steps, 
the greater are its chances of success. 

1. Compute how much less it would 
cost to operate if there were no defects, 
no failures to meet specification. 


2. Estimate how much of this is avoid- 
able. If the company has never gone 
into a modern quality control program, 
you are pretty safe in assuming that half 
the “gold in the mine” can economically 
be saved. This estimate of avoidable loss 
is a cardinal figure, since it automatically 
decides how big your program should be 
and determines the timetable. 

3. Determine how the avoidable loss 
is distributed among departments, prod- 
ucts, processes, etc. This distribution is 
necessary to establish the order of priority 
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for study and to establish the improve- 
ment quotas. 


4. Determine how the avoidable loss 
is divided as to responsibility—whether 
operator responsibility, non-operator re- 
sponsibility, or unknown responsibility. 
This division indicates the proper em- 
phasis of the program as between a cam- 
paign for quality-mindedness vs. a cam- 
paign for fact-finding. 


5. Establish a steering committee or 
other organizational device for securing 
participation of all interested departments 
in putting the program into effect. Give 
this committee responsibility for: (a) 
accurately identifying the major quality 
problems of the company; (b) considering 
possible improvements in handling these 
major problems; (c) recommending solu- 
tions; and (d) observing and following 
progress made toward solution. 


6. Estimate the budget needed for fact- 
finding, for putting on a campaign for 
quality-mindedness, for score-keeping, and 
for other necessary activities as developed 
by the steering group. 


7. Set up a plan for action for all 
departments, including a set of quotas 
for improvement and a timetable for se- 
curing the improvements. 


8. Organize or expand a quality con- 
trol department to a size appropriate for 
the extent of avoidable loss. During 1951 
a common ratio was one quality control 
engineer for each 500 production op- 
erators. 

9. Set up a system of score-keeping 
on avoidable loss to enable non-supervi- 
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sors, supervisors, and executives to follow 
the progress of the program. 

10. Set up appropriate training pro- 
grams for supervisors and other key per- 
sonnel. 

11. If there is need for a campaign 
for better quality-mindedness, means must 
be devised to (1) demonstrate to each 
operator how the company’s quality is 
important to him, personally; (2) show 
him how he can personally make a con- 
tribution to better quality at lower cost; 
and (3) stimulate him to make that con- 
tribution. 

The primary job of the quality control 
department is to develop an over-all pro- 


gram for defect prevention, to define the 
role of each department in that program, 
to coordinate these various efforts, and 
to measure and report the results. Its 
secondary task is to contribute to this 
over-all effort its special skills, the tools 
of engineering and statistical analysis. 

To date, many quality control depart- 
ments have largely devoted themselves 
to their secondary job while neglecting 
their primary job, with the result that 
their programs have failed or stalled. 
Available records indicate that the more 
this temptation is resisted, the greater is 
the probability that the program will 
succeed. 


—J. M. Juran. Industrial Quality Control, May, 1953, p. 21:3. 


PITFALLS IN INCENTIVE SYSTEMS 


Ass oF Last YEAR, an estimated 50 per 


cent of all employees in U. S. industry 
were covered by some form of wage in- 
centive. Moreover, the prediction has 
been made that 60 per cent of all em- 
ployees will be paid incentive wages by 
1962. 

This is a healthy trend, and the think- 
ing behind it is fundamentally sound. 
However, incentive systems have serious 
pitfalls that can more than offset all the 
benefits expected. Here are a few of 
these traps: 


Pitfall: System too complicated. A suc- 
cessful incentive system must be simple 
enough that the worker can understand it 
and figure his earnings at all times. A 
complicated system lowers morale and is 
a constant source of grievances. 

Solution: The industrial engineer 
should develop wage formulas which are 
reasonably accurate, equitable, and com- 
prehensible to workers of average intelli- 
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gence. In a standard hour system, for 
example, the worker can multiply the 
pieces he produces by the standard hours 
per piece or per hundred pieces to find 
his standard hours earned per day. Then, 
simply by multiplying the standard hours 
earned by the standard-hour earning rate, 
he can arrive at his pay for the day. 


Pitfall: Little relationship between 
worker effort and pay. When compensa- 
tion is not proportional to worker effort, 
the incentive system will not function 
properly. Tight and loose standards never 
average out; the tendency is always toward 
a loosening of standards. 


Solution: First, establishment of ade- 
quate job standards, with a fool-proof 
reporting system to “flag” changing 
methods and conditions so that new stand- 
ards can be developed within a reasonable 
period of time; second, an extended trial 
period to check under actual operating 
conditions the accuracy of the standards 
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set and the effectiveness of the provisions 
developed for meeting various contingen- 
cies. No incentive pay should be given 
during the trial period. 

Pitfall: Abnormal condition allowance. 
Any operating or accounting official who 
looks simply at the performance rating 
and fails to examine carefully the 
amount of allowances for abnormal con- 
ditions and the unit cost of the product 
may be misled into thinking his costs are 
going down when they are actually on 
the increase. 

Solution: A tight check should be made 
on all allowances to insure that they are 
deserved and given only after due con- 
sideration of the causes. 

Pitfall: Lowered supervisory effective- 
ness. Since incentives put the production 
rate in the hands of the employee, the 
supervisor too often believes that the 
problem has been taken out of his hands. 
If the workers fail to hustle and produc- 
tion drops off, supervision tends not to 
accept the responsibility for the decrease. 

Solution: The foreman must know at 
all times what constitutes a fair day's 


work for each employee in his depart- 
ment, and be able to train employees to 
work properly. 

Pitfall: Undue pressure on time-study 
engineers from workers, union officials, 
and foremen. Under these circumstances, 
time-study men often tend to set stand- 
ards that are too loose to be effective. 

Solution: It is nearly impossible to 
maintain a strict factual position against 
strong opposition unless the time-study 
men have the right of appeal to higher 
authority. Any company that wants to 
install a successful incentive system must 
provide a direct channel for appeal to an 
officer of the company. 

Pitfall: Relaxing standards when labor 
is scarce. Too often, a temporary meas- 
ure designed to hold old help and entice 
new workers tends to continue after the 
emergency has passed. 

Solution: Every precaution should be 
taken, even when labor is tight, to main- 
tain the fundamental accuracy of every 
standard used for wage incentive pro- 
grams. It is extremely difficult to correct 
adulterated standards after they have been 
in use for an extended period of time. 


—M. K. SHEPPARD. Steel, June 15, 1953, p. 59:3. 


Old Timers Play It Safe 


LENGTH OF SERVICE and safety appear to go hand in hand. When the Ford Motor 
Company analyzed its accident records it discovered that most mishaps involve 


new employees. Here are the figures: 


Years of Service 


Percentage of All Accidents 








20 years and over 


The company found that intensive safety training of newcomers helped to cut 


down their high accident rates. 


—Employee Relations Bulletin (National Foreman’s Institute, Inc.) 6/3/53 
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CONTROLLING STORAGE SPACE COSTS 


For every thousand dollars invested in 
materials-handling equipment, the average 
plant has many thousands invested in 
storage space. Proper utilization of stor- 
age space is of prime importance, since 
it is perhaps the largest single item of 
fixed investment associated with materials 
handling. 

Storage space can be defined as all space 
required for the transportation and hous- 
ing of the materials within a plant. The 
space for receiving platforms, for inspec- 
tion, sorting, storage, and handling of 
materials—whether in recognized store- 
rooms or adjacent to manufacturing op- 
erations—together with all auxiliary space 
(such as aisles), falls into this category. 
In other words, storage space comprises all 
space not required for actual working 
positions. 

Reducing storage occupancy will tend 
to reduce the need for renting or con- 
structing plants, cut down the need for 
building additional plants, and reduce 
possible rental charges, rearrangement 
costs, and investment in unnecessary 
materials-handling equipment. Moreover, 
reduction of storage space occupancy will 
reduce the labor hours required to move 
materials into and out of storage areas, 
the time needed to control and take in- 
ventory—in fact, all activity which is a 
function of the space that must be tra- 
versed by employees. 

Vacant storage space is difficult to con- 
trol; material seems to gravitate to it. The 
first step toward effective control is to 
set up standards and provide supervision 
with the necessary data. Standards are 
as essential for storage space utilization 
as for the equipment which is to occupy 
it. 

The objective of all storage space is 
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convenient and economical safekeeping of 
the various materials found in the plant. 
Studying space utilization from the 
pounds-per-square-foot viewpoint is a use- 
ful approach. Where the majority of 
pounds of inventory are in the raw or 
unconverted state, investment in inventory 
and floor space can be reduced. Under 
these conditions, the parts manufactured 
by the plant can be kept at a mini- 
mum, and less material will be retained 
between operations on the manufacturing 
floor. Once placed in motion, material 
will move smoothly through the plant. 
Frequently, even a slight improvement in 
space utilization and a reduction in the 
proportion of processed materials in in- 
ventory can drastically reduce investment 
and cut down storage space requirements. 
The accompanying table shows the kind 
of results that can be achieved in this 
way. 

More material can be retained in the 
raw material state if fewer types of mate- 
rials are used in the product. Standardiz- 
ing to use fewer items of raw materials is 
one approach. Centralization of raw- 
materials storerooms will likewise reduce 
storage space, as will the palletizing of 
existing items in storerooms. Segregation 
of slow-moving items from rapid-turnover 
items and separation of the materials held 
because of external conditions from those 
required for internal plant needs will 
improve the utilization of space. Some 
plants use a detailed control of items 
which are shipped to warehouse areas 
and specify methods to be employed in 
warehousing the raw materials. 

Storerooms may be restudied to as 
certain whether new methods and equip- 
ment can profitably be used in the storing 
of parts and supplies. In the manufactur- 
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Storage Space 
(in sq. ft.) 


Lbs. per Sq. Ft. 
(average) 


Amount in Inventory 
(in millions of Ibs.) 


Before After 





Raw Mat’! Stores 

(20 cents a pound) 
Parts & App. Stores 

(40 cents a pound) ‘ 7.0 
Operating Floor 

(60 cents a pound) 6.0 
Finished Prod. Stores 

($1.00 a pound) ' 5.0 


12.0 


30.0 


ing area, new tiering devices can fre- 
quently be developed to make the use of 
higher racks safe and economical. 
Consider stacking materials in a pre- 
selected condition on racks on wheels or 
casters. When such racks are filled, they 
may be stored in compact arrangements 
for subsequent use. Develop ways to 
eliminate aisle areas in the storeroom. 
The most fertile field for reducing floor 
space is very likely to be in the operating 


Before After Before After 


80 86 100,000 140,000 


35 44 200,000 160,000 


20 30 500,000 200,000 


45 50 


33 60 


100,000 100,000 


900,000 600,000 


and miscellaneous areas before and after 
operations, especially if product lot sizes 
are small. The overhead space in operat- 
ing areas should be used wherever prac- 
tical. 

As changes are made to reduce costs, 
special attention should be given to the 
designs which have the greatest possibil- 
ities for application to a number of con- 
ditions. Storage space should be planned 
for dynamic, not static, conditions. 


—JosepH E. Wirtrakis. Flow, May, 1953, p. 148:4. 


IS YOUR SAFETY PROGRAM OUT OF DATE? 


Supervisor JIM DONOVAN remembered 
the last time he'd gotten a new coal 
tripper on the belt conveyor. Two days 


after it was installed, an operator 
crushed three fingers. Not a new man 
either, but a long-service employee who 
knew the ropes. 

Such incidents, all too common in some 
plants, show that accident prevention 
work should begin when changes are in 
the planning stage. Where safety work 
lags behind operating changes, it’s time 
to modernize the safety program. 

When a worker gets a new assign- 
ment or his work methods are changed, 
he also takes on new risks. These can 
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only be reduced or eliminated if the 
change is accompanied by careful coach- 
ing in safety pointers. This applies to 
long-service employees as well as new 
hands, for it may not be easy for the 
older employee to change long-standing 
work habits. 

It’s frequently advisable to have super- 
visors follow plans for new machinery 
and equipment at the drawing-board 
stage, so that they can assist engineers 
and draftsmen by suggesting safety fea- 
tures that may be important on the job. 
Minor design changes or the development 
of needed safeguards can be handled a 
lot more readily on the drafting table 
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than later on, after installation is made 
and accidents occur. 

Even layout changes, which do not 
greatly affect job assignments, may cause 
new safety problems. A good idea is 
to draw a rough sketch of your present 
layout, and then, with the aid of safety 
records, mark the location of past acci- 
dents with a colored pencil. Comparing 
this picture with a similar sketch of the 
present layout can help to highlight haz- 
ards that stem from the location of ma- 
chinery, equipment, aisles, or stairways. 


Note particularly the location of warning 
signs, safety lights, and other signals. 

A key point in safety modernization 
is the periodic review of safety rules and 
regulations. Every change, whether it 
involves jobs, methods, machinery, or 
layouts, means a possible need for change 
in safety rules. This, in turn, calls for 
new postings in the department, revision 
of rule books, and—above all—retraining 
of workers. 

“New improvements, one by one, mean 
safety work is never done.” 


—Management Information (Elliott Service Company, 30 North MacQuesten Parkway, 
Mount Vernon, N. Y.), July 7, 1953, p. 1:1. 


Job Analysis with a Safety Slant 


TO MAKE foremen more conscious of hazards in their departments and provide a 
safety checklist for teaching jobs to beginners, Schick, Inc. (New London, Conn.) 
gives out a Job Safety Analysis sheet to its foremen, who are then asked to make 
a safety analysis of each job in their departments. 


Here is a sample of the form: 





Jos Sarety ANALYSIS 


Department 





Operation 
or Job 


Safeguards and Safe 


Practices 


Hazards 








V-16 OSH 
3M OSH 


V-16 ISH 
3M ISH 


Welding 
(Vangtronic) 


Welding (Thomp- 
son Gibb) 


Act. Lever Welding (Thomp- 


son Gibb) 


V-16 OSH 
Black 


Drill 2 holes 

















Sparks Shields. 


Keep spark to minimum. 
Shields. Keep spark to 


minimum. Goggles where 
necessary. 


Shields. Keep spark to 
minimum. Dual safety 
hand trip. 


Shields. 


Sparks 


Sparks 


Flying 


Chips Goggles where 


necessary. Barricade behind 
and between machines. 


Improvement needed in 
barricades to keep chips from] 
flying when operator cleans 
machines and bench of chips 
with air hose. 











—Plant Administration 7/53 


Guard Those You Love —Give to Conquer Cancer! 
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TOWARD BETTER PACKAGING: THE BUYER’S VIEW 


Few repuTaBLe and progressive manu- 
facturers will undertake to produce and 
market a new product today without 
thought to preparing the merchandise 
properly for shipment to their customers. 
Great strides have been made in develop- 
ing packages that protect even the most 
awkward or fragile products from damage 
in transit and keep shipping weights and 
cost to the practicable minimum. 

Yet many of the packages received by 
the average industrial plant are distinct 
liabilities from the customer's point of 
view. The job of getting the materials 
into the stockroom or to the production 
station involves problems of handling, 
unpacking, and storage. If an item is 
too small, it may be mislaid or overlooked 
while production lines are waiting. If 
it is too large or too heavy, hours may 


be consumed in transferring the package 
and its contents to a storage or production 


station. If its dimensions are unusual, 
there may be storage problems requiring 
deviations from an orderly system of stores 
location. If the package has been sealed 
or assembled with some new-fangled gim- 
mick which the receiving people haven't 
previously encountered, valuable mer- 
chandise may be damaged in the process 
of opening. 

Obviously, some of these problems must 
be regarded as unavoidable hazards. 
However, experience indicates that many 
of the inadequacies of incoming packages 
can be avoided if an effort is made to 
let a vendor know what types of pack- 
ages are desired. 

For instance, when my company re- 
cently informed a supplier that our men 
couldn’t open his crates without damag- 
ing the stampings in the package, a ship- 
ping expert sent to our plant by the sup- 
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plier soon discovered the source of the 
trouble: our workers were using the 
wrong tools to remove metal fittings from 
the crates. These fittings were of a newly 
patented design adopted by the vendor to 
improve and speed up his own packaging 
operation; some special know-how was re- 
quired to remove them. Besides eliminat- 
ing the cost of damaged stampings, what 
we learned from the supplier enabled us 
to work out an arrangement whereby the 
undamaged crates were picked up for re- 
use, at a considerable saving to our com- 
pany on subsequent shipments. 

In many cases, the dimensions of ship- 
ping packages or the number of units to 
the package can be varied as required to 
overcome difficulties in handling and stor- 
age. The only reason why a supplier will 
pack merchandise in containers with 
weights or dimensions that cannot be 
handled conveniently by his customers is 
that he is primarily interested in deliver- 
ing his products in good condition at the 
lowest possible cost. Usually he has no 
way of knowing what sort of packages his 
customers can handle most readily, but 
when this is brought to his attention he is 
generally eager to arrive at a mutually 
satisfactory solution. 

Packaging and shipping costs are of 
course important. But since it is the cus- 
tomer who ultimately pays these costs, 
why shouldn’t he have something to say 
about the way his supplies are readied for 
shipment? 

Our vendors have made no objections 
to packaging specifications on our pur- 
chase orders so long as the specifications 
were within reason and we were willing 
to pay any extra costs that might be in- 
curred. Initially, we issued a few orders 
with package specifications to find out 
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whether this idea would really be practical, 
largely confining our test specifications to 
details regarding the weights and dimen- 
sions of the containers to be used in filling 
our orders. The results, in terms of both 
cost and convenience, exceeded our most 
optimistic expectations. 

In one instance, we gained several very 
important savings in materials-handling 
labor costs, besides lowering our ratio of 
intra-plant accidents and reducing by more 
than 25 per cent damage losses attrib- 
utable to repeated handling. 


A rather substantial proportionate in- 
crease in the cost of packaging was in- 
volved—yet actually this amounted to 
only 1 per cent of the cost of the de- 
livered merchandise. We have found that 
this is a fair average estimate of the ad- 
ditional cost entailed in our program of 
“package reform”; in many cases the mar- 
gin is even lower. 

Savings, on the other hand, have 
amounted to an estimated $35,000 a year 
—and ours is a comparatively small com- 
pany. 


—Dewitt Haines. Purchasing, August, 1953, p. 116:3. 
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TECHNIQUES OF MATERIAL MANAGEMENT. By 
Herbert L. Brown. Purchasing (205 East 42 
Street, New York 17, N. Y.), July, 1953. 
50 cents. This article outlines a West Coast 
company's system of inventory management, 
which permits control of 75 per cent of the 
inventory by maintaining a check on 8.5 
per cent of the items stocked. The author 
explains a number of methods of distribut- 
ing responsibilities for inventory invest- 
ment—such as arrangements with suppliers for 
consigned stock, “buy to hold” purchasing, 
and blanket contracts. Tables and graphs il- 
lustrate the workings of the system. 


PRODUCTIVITY: STANDARD FOR MATERIAL HAN- 
DLING. By W. J. Dernberger. Flow (1240 
Ontario Street, Cleveland 13, Ohio), May, 
1953. 30 cents. Outlining a system of ap- 
plying direct-labor production standards to 
materials handling operations, the author of 
this article shows how job analyses at each 
handling stage can help assure a steady flow 
of materials and reduce or eliminate sporadic 
peaks of activity. 


STANDARDIZE YOUR STANDARD TOOLING. By 
Harold D. Rhodenbaugh. American Machinist 
(330 West 42 Street, New York 36, N. Y.), 
May 25, 1953. 50 cents. Because : me altera- 
tion of “standard” tools is frequently neces- 
sary to accomplish a specific metalworking 
operation, production management is likely to 
accumulate an unnecessarily large stock of 
“épecial” tools, many of which remain in- 
active over long periods, the author asserts. 
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This article, which is illustrated with speci- 
men standards charts, shows how a large pro- 
ortion of these inactive tools can be released 
or production work by standardizing from 
standard-tool blanks to meet requirements in 
the individual plant. 


HOW FIXED-VARIABLE COST CONTROL HELPS 
PRODUCE PROFITS. By C. L. Wallace. Factory 
Management and Maintenance (330 West 42 
Street, New York 36, N. Y.), June, 1953. 50 
cents. This review for production men of the 
principles of cost control stresses the im- 
portance of the relationship between fixed and 
variable expenses to “production at sales value” 
rather than to mere “sales.” To arrive at a 
clearer picture of profitability, it recommends 
that simple monthly expense statements be re- 
placed with analytical control reports show- 
ing, for each operating entity: a) the sales 
value of what it produced; b) its actual 
variable cost elements; c) its standard variable 
cost elements; and d) marginal income avail- 
able for fixed costs and profits. 


THE MILITARY PUTS NEW ZIP IN HANDLING 
MATERIALS. Business Week (330 West 42 
Street, New York 36, N. Y.), August 1, 
1953. 25 cents. The armed forces, whose 
handling operations absorb 35 per cent of all 
materials-handling equipment produced, have 
had to develop highly efficient handling tech- 
niques and devices—such as conveyors extend- 
ing from the warehouse directly into the cargo 
carrier, trucks with floor rollers which can 
be attached to those on the warehouse ramp, 
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and pallets with shock-absorbing caster wheels 
for moving over rough ground. This article 
describes in detail these and similar techniques 
in use at a large Air Force base in Texas. 


HOW TO SET UP EFFECTIVE MAINTENANCE SCHED- 
ULES. By Robert P. Neuschel. Mill © Factory 
(205 East 42 Street, New York 17, N. Y.), 
May, 1953. 50 cents. This article recom- 
mends maintenance scheduling as a means of 
reducing breakdowns, promoting coordination 
between activities, and assuring more effective 
utilization of manpower. Breaking down 
maintenance activities into separate categories 
—e.g., lubrication, equipment overhauls, and 
inspection—will facilitate the development of 
effective schedules, the author points out. A 
detailed chart accompanying the article is de- 
signed to serve as a scheduling guide. 


MATERIALS HANDLING AT RCA IS AN EN- 
GINEERED PROGRAM (WITH CASE STUDIES FROM 
OTHER COMPANIES). Mill ©& Factory (205 East 
42 Street, New York 17, N. Y.), May, 1953. 
50 cents. This lavishly illustrated special sec- 
tion presents new developments in handling 
operations, as well as new methods devised for 
special purposes by RCA and other companies. 
Among the developments described are remote- 
control electric trucks, conveyor belts with 
built-in scales, and railroad cars with trans- 
parent sides for easy loading. 


COST REDUCTION CLINIC. Available gratis from 
S. C. Wylie, Canadian Industrial Manage- 
ment Association, 73 King Street West, 
Toronto, Canada. Six Canadian executives 
discuss various techniques for achieving cost 
reduction. Among the avenues of approach 
discussed: training programs for supervisors; 
work simplification methods; predetermined 
time studies; better materials handling; more 
exact concepts of personnel development and 
training; and “value analysis,” a supplemental 
cost-reduction technique which analyzes every 
item of cost in every purchased part or ma- 
terial in an effort to maintain equivalent per- 
formance at lower cost. 


THE TUTTLE AND BAILEY STORY. By E. L. 
Wolfe. Loss Control (American Mutual Lia- 
bility Insurance Co., 142 Berkeley Street, 
Boston 16, Mass.), May, 1953. Gratis. The 
story of one plant's success in reducing acci- 
dents and raising production by studying each 
danger point and installing protective devices 
wherever possible. One important benefit: 
Recognizing that the risk of injury to operators 
could be minimized by doing away with 
manual operations wherever possible, the com- 
pany adopted a number of automatic devices 
to eliminate specific hazards. 


AVOID LOSING LAW SUITS. By Leo T. Parker. 
Purchasing (205 East 42 Street, New York 17, 
N. Y.), June, 1953. 50 cents. Citing a num- 
ber of court actions, the author. points out 
that, though some lawsuits are unavoidable, 
reasonable precautions on the purchaser's part 
can sharply reduce the likelihood of unfavor- 
able judgments. He emphasizes that a delay 
in returning defective merchandise to the sup- 
plier may result in a legal obligation to pay 
the full contracted price. 


PRECISE DETERMINATION OF MATERIAL HAN- 
DLING COSTS. By William C. Garrett. Flow 
(1240 Ontario Street, Cleveland 13, Ohio), 
May, 1953. 30 cents. This article describes a 
system for exact computation of expenses in- 
curred in materials handling by means of a 
multicopy dispatch ticket. By providing highly 
accurate records, the system helps greatly to 
identify areas where improvement is needed, 
the author asserts. 


EIGHTEENTH ANNUAL MATERIALS HANDLING 
YEAR BOOK. Pacific Factory (709 Mission 
Street, San Francisco), July, 1953. A series 
of feature articles, comprising almost this en- 
tire issue, reporting the latest developments in 
materials-handling techniques. Case histories 
describe and illustrate various types of cost- 
and labor-saving equipment in use at leading 
companies, and a number of articles treat such 
managerial aspects of materials handling as 
selection of equipment, replacement, safety, 
and storage costs. 








FALL MANUFACTURING CONFERENCE 


The Fall Manufacturing Conference of the American Management 


Association will be held on Wednesday, Thursday, and Friday, October 
28-30, at the Bellevue-Stratford Hotel, Philadelphia, Penna. 
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TRAINING — AND RETRAINING — 


“4M ave we BRED a whole generation of 
‘order-takers’?” asked one disgusted sales 
manager recently. The answer is very 
nearly “Yes.” Since 1939, the art and 
science of selling has been largely rele- 
gated to the top shelf, and—in many 
companies—has gathered quite a bit of 
dust. Today most firms are beginning to 
realize that they must revitalize their sales 
training if they want to keep pace with 
ever-increasing competition. 

Most companies have separate training 
programs for raw recruits and old-timers. 
But at least one large firm has devised a 
method whereby all salesmen, regardless 
of length of service, are submitted to a 
training situation simultaneously. 

The training program of this company 
is directed toward: (1) a reliable core of 
old-timers; (2) the “middle men” who 
have been selling in easy times; and (3) 
the youngsters who have started their 
business careers since the war years. 

The program is called “Sales Exchange 
Training.” For two weeks, the experi- 
enced, semi-experienced, and neophyte 
salesmen meet daily in sessions in which 
each group pumps the others dry of in- 
formation. Each session is followed by 
an evaluation and appraisal by the in- 
structor of the points made. 

All this while, of course, the oldster is 
“painlessly” learning a lot of things he 
had forgotten about selling techniques— 
and the company avoids the necessity of 
implying that he needed further sales 
training. 

A survey shows that about 70 per cent 
of industrial firms put control of sales 
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TODAY’S SALESMAN 


training in the hands of the vice president 
in charge of sales. The other 30 per cent 
have centralized all training, placing the 
responsibility on the personnel director. 


Neither company size nor industry ap- 
pears to have any direct bearing on the 
make-up of the training organization. 
But a typical sales-training organization 
usually consists of a manager, a secre- 
tarial assistant, and one or more staff 
specialists, who act both as researchers and 
instructors. 


Selection of the staffs is generally based 
on a combination of these factors: (1) 
ability to get along with people; (2) 
aptitude for teaching; (3) special tech- 
nical or company knowledge. Though 
these personal factors are equally impor- 
tant, for all practical purposes most sales 
managers tend to place greatest emphasis 
on the ability to get along with people 
—skill in human relations—in the selec- 
tion of training personnel. 


At whom should the training course be 
aimed? New men, naturally, will take 
most of the company’s training time and 
effort, but today many firms are devising 
plans for the periodic retraining of the 
entire sales force. 

One trend that appears to be growing 
is the use of ingenious “sales situation” 
tests. These are often used to determine 
which of the older salesmen need to be 
brought back for retraining, and—more 
important—what phase of the selling 
effort they need to brush up on. 

Companies that are contemplating an 
overhaul of their sales training might 
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take note of the sweeping revisions un- 
dertaken by an industrial-truck firm early 
this year. All salesmen, old and new, 
were given a battery of tests aimed at 
determining intelligence, personality ap- 
titudes, knowledge of the company and its 
products, and sales sense. Each salesman 
was shown the test results and was asked 
to inventory himself on his strong and 
weak points. Then he sat down with the 
sales manager and together they worked 
out a self-improvement program, on the 
basis of which a schedule of classes was 
set up. 

The entire program took only six 


weeks. “They were six weeks during 
which practically no one was out in the 
field selling,” the sales manager says. “But 
I think it was worth it. We're already 
seeing results.” 

Companies planning to overhaul their 
sales training should remember that train- 
ing programs vary drastically according 
to whether a firm’s salesmen sell to deal- 
ers, to wholesalers, to other manufac- 
turers, to individual consumers, or to some 
combination of the four. Determining 
the real needs of the sales force will help 
to develop a training program of provable 
value and interest. 


—Modern Industry, June 15, 1953, p. 51:3. 























“Couldn't you be just a bit more explicit 
concerning this item: ‘Miscellaneous—$1,000'?” 





Honrseiw 
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MANAGEMENT DEVELOPMENT IN THE SALES FORCE 


A truism I sales management that is 
finally receiving full recognition is the 
plain fact that salesmen are made and 
not born. The same is true of sales su- 
pervisors—yet all too often management 
selects these men by an “eeny, meeny, 
miny, mo” method, choosing those who 
are outstanding salesmen, though they 
may be lacking in other talents. Such an 
approach is sheer folly today, when an 
organized, positive, and simply adminis- 
tered program for selecting sales super- 
visors is essential if sales are to continue 
on a level with production facilities. 

The place to start such a program is 
with a “man description.” List the nec- 
essary qualifications on paper, and start 
from there. A logical “man description” 
chart could be established by looking at 
a few men in your company who have 
done an outstanding job in supervising 
and training salesmen. 

Start your tentatively selected super- 
visor working with a junior salesman. 
Watch how he handles him, and note the 
amount of attention and interest he 
shows in developing the junior man. 

Give your supervisor-to-be an oppor’ 
tunity to make a decision or two, and see 
what he does. In this way, you will be 
able to evaluate his reasoning ability. 

Two-way communication is essential to 
good sales supervision today. In order to 
tell his men what to do, the sales super- 
visor must learn what their problems are. 
Therefore, make sure that your prospec- 
tive supervisor is attuned to the things 
that affect the salesmen’s job. 

Record-keeping is another part of a 
sales supervisor's duties. Many outstand- 
ing companies spend large sums of money 
through market research to obtain and 
maintain revealing sales statistics. But 
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more important are records which keep 
track of customers and prospects, for 
they aid direction of salesmen’s activi- 
ties. Consequently, you must determine 
whether your man knows the value of 
record-keeping and has the ability to 
establish and maintain good records. 


Permit the prospective supervisor to 
carry a few extra responsibilities. Put 
him in charge of demonstrating equip- 
ment, or assign him as a contact man for 
agents on some products or service. How- 
ever, be sure to explain to your sales 
force that the assignment is temporary, 
and don’t let the candidate-to-be think 
that this is his final test of fitness for a 
sales supervisor's job. 

It is always important to find out how 
a potential supervisor gets along with 
others. Learn from his co-workers— 
casually, of course—whether your selectee 
is approved of by the people with whom 
he has daily contact. An additional check 
is the use of credit reports similar to 
those employed in learning about the 
civic virtues and personal morals of sales- 
men. 


Since the job of sales supervisor calls 
for conducting sales meetings, give your 
prospective sales supervisor the task of 
planning and running a sales meeting or 
two. Not only will this test the knowl- 
edge, organizing ability, and self-con- 
fidence of the meeting leaders; it will also 
result in greater acceptance of these meet- 
ings by your salesmen, who will do their 
utmost to cooperate when they believe a 
fellow salesman is on the spot. 

A word of warning, though: Don’t 
just give your man a subject and then 
drop it there. Give him guidance. Set 
the objective of the meeting. Give him 
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suggestions on how you think it should 
be organized. Tell him where to find the 
material to use in planning and running 
his meeting. Explain the principles of 
good conference leadership. 

Having selected your sales supervisor, 
be sure that he has a clear-cut description 
of the job and that he knows what his 
duties and his responsibilities are. Asking 
your other sales supervisors what they 
think their job is will often enable you 
to prepare a better job description. It 
may also reveal some amazing misconcep- 


tions. Some sales supervisors visualize 
themselves as great pushbutton adminis- 
trators, others as super-salesmen whose 
only purpose is to save the tough jobs. 

Since sales supervisors are not born 
but made, it must be the continuing re- 
sponsibility of everyone in sales manage- 
ment—from the first-line supervisor up to 
top management—to discover and pro- 
mote future, sales managers. When the 
need for a replacement arises, it will be 
too late to start selecting and training a 
new man. 


—FRANK WHITING, Printers’ Ink, July 17, 1953, p. 39:3. 


SALES EXECUTIVES’ EARNINGS: STILL GOING UP 


A samp.inc oF sales executives’ earnings 
in the $25,00(-and-up class for 1951-52 
shows that the median salary-bonus-bene- 
fit was approximately $47,100 before 
taxes, as compared with $44,200 the year 
before. 

The study showed that of every 100 
sales managers in the $25,000-and-up 
group, 11 earn $25,000 to $29,999; 27 
earn $30,000 to $39,999; 16 earn $40,000 
to $49,999; 31 earn $50,000 to $74,999; 
and 15 earn $75,000 and up. 

The 50 executives comprising the sam- 
ple analyzed were taken at random from 
a group of 275 whose 1950-51 earnings 
were studied a year ago by Sales Manage- 
ment. 

Fifty-eight per cent of the executives 
had salary increases, 20 per cent suffered 
a salary cut, and 22 per cent remained 
the same. Except for a few scattered 
cases, the increases seldom exceeded 10 
per cent. Several of the executives suffered 
slashes ranging from 25 to 50 per cent. 

As for bonuses, commissions, and other 


forms of incentive paid directly and with- 
in the year, the sampling does not indi- 
cate any definite trend. While the same 
men who shared in such incentive pay in 
1950-51 were recipients in the following 
year, their payments suffered a drop of 
nearly 9 per cent. Altogether, 48 per 
cent of the executives received increases, 
36 per cent suffered decreases, and 16 
per cent received the same amount. 

More corporations offered pensions, re- 
tirement plans, profit-sharing trusts, an- 
nuities, etc., to hold their good men. 
While 64 per cent of the executives were 
beneficiaries in 1950-51, the comparable 
figure for the present sample is 78 per 
cent. The average of such benefits con- 
tinues to hover around the $3,000 mark, 
but more than a third in the present 
sample are above $5,000. Sixty-eight per 
cent of the sales executives received in- 
creases or participated for the first time; 
16 per cent were earmarked for the same 
amount; and 16 per cent suffered de- 
creases. 


—Sales Management, July 15, 1953, p. 74:1. 
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Tips on Reducing Small Order Costs 


THE COST of processing small orders amounting to only 5 per cent of gross sales 
can run as. high as 40 per cent of the total cost for all orders. While the elimina- 
tion of all small orders would often result in substantial savings, this drastic solu- 
tion is seldom practical. A better answer may be to reduce the number or the 
handling costs of small orders by such methods as the following: 

1. Determine your break-even point for order size and establish a definite mini- 
mum for individual orders—if you can be reasonably sure that such a minimum 
won't jeopardize sources of potentially large accounts. 

2. Turn all small orders over to wholesalers for processing. There is no loss in 
total coverage if the wholesaler will continue to push the same products. 

3. Try to drop those items for which orders are infrequent and turnover slow. 
Production savings will also result, through the elimination of short runs. 

4. Simplify accounting entries by combining small orders under several broad 
headings instead of posting them individually. 


5. Ship small orders on regular shipping dates only; don’t ship them at the 
customer's convenience. 





—Management Methods 6/53 


The Shipping Container as an Advertising Medium: 
A Reader Comments 


WHILE SOME companies use shipping containers as a medium of advertising for 
their products, and a recent article in Good Packaging* reports on one packaging 
supplier's program to promote this practice, an important question about the de- 
—" of advertising on shipping cases is raised by a reader, who comments as 
ollows: 


As marine insurance underwriters who are interested in reducing 
claims and preventing theft and pilferage, we take strong exceptions 
to the suggestion that a shipping case can be “a miniature billboard.” 
Our experience over many years proves that there is a definite connec- 
tion between “advertising” on a shipping container and the theft and 
pilferage losses. 

Such “advertising” eliminates guesswork on the part of a prospective 
thief and saves him time. It also puts temptation in the path of the 
amateur thief who may be attracted to the container by this “advertis- 
ing” and who otherwise would not have given it a second glance. 

We are firmly convinced that such advertising reaches the wrong 
people. After all, does the buying public travel in truck trailers, box- 
cars, or the holds of the freighter? 

Our experience proves otherwise, and we suggest that such advertis- 
ing be confined to the retail package and left off the shipping container. 

HAROLD JACKSON, President 


Wm. H. McGee ®& Co., Inc. 


* Digested in THe MANAGEMENT ReEviEw, June, 1953. 





EMPLOYEES STEAL more than $1 billion yearly from American businesses. The 
Liberty Mutual Life Insurance Company, in analyzing more than 2,000 claims, 
found that salesmen were the biggest offenders. They were involved in 49 per 
cent of the losses—but got away with only 19 per cent of the total “take.” 

—Retail Control (Controllers’ Congress, National Retail Dry Goods Association) 1/53 
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MORE PSYCHOLOGY IN SELLING. By Ray C. 
Brewster. The Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), July- 
August, 1953. Only about 20 out of every 
100 salesmen keep their production curve go- 
ing up throughout their careers—largely, in 
the author's view, because they do not make 
adequate use of psychology as a basic selling 
tool. Citing specific examples, he examines 
some of the ways in which psychology enters 
into the success or failure of sales efforts, 
particularly at the opening and close of the 
presentation. 


THE CHANGING AMERICAN MARKET. By Gilbert 
Burck and Sanford Parker. Fortune (9 Rocke- 
feller Plaza, New York 20, N. Y.), August, 
1953. This, the first of a series of articles on 
major changes which have taken place in the 
American market in the past five or six years, 
examines some recent, highly dramatic shifts 
in the size and distribution of American in- 
come, in population, and in spending habits. 
The most important single conclusion, perhaps, 
is that the U. S. is rapidly becoming a one- 
class market of prosperous middle-income 
people, whose needs, wants, and buying power 
are remarkably homogeneous. 


SILENT SELLING: THE CHALLENGE OF SELF-SERV- 
ICE RETAILING. Modern Industry (232 Madi- 
son Avenue, New York 16, N. Y.), March 
15, 1953. 50 cents. Outlining the recent 
rapid growth of self-service, this article points 
out that manufacturers as well as retailers 
must give serious consideration to its packaging 
and display possibilities and requirements in 
the future. Some consumer items—those re- 
quiring fitting, testing, or demonstration, for 
example—are not adaptable to self-service, 
though articles now sold in this way include 
radios, men’s shirts, and carpentry tools. 


CASH DISCOUNTS: STILL A SORE SPOT. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), April 18, 1953. 25 cents. Many 
manufacturers who have discontinued rebates 
to prompt-paying customers in the post-war 
period are meeting strong retailer resistance, 
especially in the soft-goods segment of in- 
dustry, this article states. Now, with compe- 
tition stiffening, additional pressure to rein- 
state discounts is expected to come from hard 
goods retailers. The article lists the arguments 
given by both opponents and proponents of 
discounts. 
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A 15-POINT CHECK LIST FOR DEALER HELPS. 
By J. Gordon Dakins. Sales Management 
(386 Fourth Avenue, New York 16, N. Y.), 
April 1, 1953. 50 cents. Pointers for the 
manufacturer on the types of display and 
promotional material, fact sheets, and adver- 
tising copy that will be most useful to stores. 
All display material, for example, should “look 
retail”; the manufacturer's name should not 
overshadow the store's, the author states. 


GETTING MORE FOR YOUR EXHIBIT DOLLAR. By 
Saul Poliak. Available gratis from Clapp & 
Poliak, Inc., 341 Madison Avenue, New York 
17, N. Y. In this pamphlet, which comprises 
the text of an address given before the Mate- 
rial Handling Institute, a leading manager of 
industrial exhibitions offers practical advice to 
manufacturers on the proper preparation of 
exhibit booths. Noting that the effectiveness 
of many exhibits is greatly impaired by in- 
sufficient planning, he suggests ways of im- 
proving them by adequate attention to such 
matters as furniture, demonstrations, lighting, 
literature, and staffing the booth. 


SALES MANAGER WITHOUT SALESMEN. By 
Paul J. Bringe. The Reporter of Direct Mail 
Advertising (224 Seventh Street, Garden City, 
N. Y.), June, 1953. The sales manager of 
an industrial brush company tells in this 
article how his firm successfully substituted 
direct mail for the 125-man sales force it had 
previously employed. Stressing the economy of 
this sales technique, the author points out that 
direct mail can easily make more frequent and 
numerous contacts with prospects than would 
be practicable or possible for a regular sales- 
man. 


CAN MANAGEMENT BY COMMITTEE MAKE MAR- 
KETING DECISIONS? Industrial Marketing (200 
East Illinois Street, Chicago 11, Ill.), May, 
1953. 25 cents. The views of 10 top execu- 
tives on the usefulness of committees in help- 
ing management form industrial marketing 
policy, ranging from full endorsement to re- 
jection, are given here. One sales executive, 
for example, points to weaknesses of manage- 
ment by committee in a decentralized organi- 
zation; while the top officer of another large 
firm reports that this type of management has 
been the most practical means of organizing 
and handling many problems ani decisions in 
his company, including those of the marketing 
division. 
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COMPENSATING THE CORPORATE DIRECTOR— 


A STUDY OF CURRENT TRENDS 


A crowinc NuMBER of corporations are 
placing their directors’ compensation on 
a retainer basis, according to a recent 
study by the National Industrial Confer- 
ence Board. In a survey of 233 manu- 
facturing corporations, it was found that 
only 6 per cent used this method of com- 
pensation in 1938, while the practice was 
reported by 8 per cent in 1945, 10 per 
cent in 1950 and 22 per cent in 1953. 
In half of the companies that compensate 
their directors on a retainer basis, the 
amount ranges from $1,000 a year to 
$2,500, but in a number of instances the 
retainer is $5,000. A fee for attendance 
is paid in addition to the retainer by 
many of the companies. 

The most common fee paid in 1938 was 
$20; today, that represents the minimum, 
and has been continued by only 3 per 
cent of the companies still continuing to 
pay a fee. A third of the companies paid 
directors’ fees of $100, while another 16 
per cent paid $50. Fees in 1953 ranged 
as high as $500 a meeting for one com- 
pany. Directors are also being reimbursed 
for expenses incurred in attending meet- 
ings, according to seven out of eight re- 
sponding companies. 

The study revealed that the larger 
corporations generally pay the higher fees. 
There are still, however, a few corpora- 


tions that do not compensate their out- 
side directors at all. Moreover, two-thirds 
of the cooperating companies report that 
they do not pay their officer directors any 
extra compensation for board service. 

In general, it appeared, the size of the 
board of directors tends to vary with the 
size of the company. Among the manu- 
facturing corporations surveyed, seven- 
and nine-man boards occurred most fre- 
quently. The number of directors in these 
companies varies from as few as three to 
as many as 31. Monthly board meetings 
are the rule. 


In the vast majority of corporate 
boards, both company management and 
outside interests are represented. Ap- 
proximately one out of every five di- 
rectors in the companies surveyed is, or 
represents, a substantial shareholder. 
However, holdings of the average director 
are relatively small, and stock ownership 


is seldom a prerequisite to serving on the 
board. 

Nearly 50 per cent of the directors of 
the responding companies have served for 
10 years or more, while nearly one out of 
every five has been a board member for 
20 years or more. In more than half of 
the firms, the average age of board mem- 
bers falls between 56 and 60 years. 





IF enough $10,000 bills (the largest denomination in circulation) to equal Federal 
budget expenditures in fiscal 1952 were laid end to end, they would cover the 
flying distance between Washington, D. C., and Jacksonville, Fla— about 639 miles. 


—Tazx Outlook 1/53 
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OUR RECORD CORPORATE DEBT: CAUSE FOR ALARM? 


“(He THAT GOES a borrowing goes a 
sorrowing.” 


Maybe that was good advice back in 
1757, when Ben Franklin offered it in 
“Poor Richard’s Almanac,” but in this 
streamlined age it’s not considered sage 
business counsel. If anything, most busi- 
ness men have turned it clear around, giv- 
ing the sorrow to the non-borrower. 


Commerce Department estimates of 
corporate debt since 1929 show that never 
before in history has business been so 
active a borrower as in the last few years. 
Between the end of 1945 and the end of 
1952, long-term debt alone went up $33 
billion, or 86 per cent. Short-term debt 
went up even faster, adding $46 billion, 
or 98 per cent. 


The size of this debt has made some 
people wonder about its soundness, but a 
majority still doubts it has reached a 
danger point. Most economists and bank- 
ers insist that when the debt totals are put 
in proper perspective valid reasons for 
their climb will be found. 


Business generally emerged from World 
War II with many plants badly in need 
of modernization and rehabilitation. More- 
over, capacity had to be enlarged con- 
siderably to meet the flood of orders re- 
sulting from pent-up civilian demand. 
These programs have proved expensive 
because of inflation in commodity prices, 
construction costs, wages, and costs of do- 
ing business generally. 


Corporations came out of the war with 
little stock. On top of that, physical 
volume of production soared, and the im- 
pact of postwar taxes has helped to gen- 
erate an “abnormal” need for bank 


loans. Another important factor has been 
the rise in the general cost of doing busi- 
ness. 

Moreover, additional working capital 
has been necessary just to keep up with 
business volume and costs. According to 
Securities & Exchange Commission esti- 
mates for all corporations except financial 
organizations, net working capital rose 68 
per cent in the period—from $51.6 billion 
to $86.5 billion. 

Those who do not believe that cor- 
porate debt has reached potentially dan- 
gerous levels make the point that until 
recently this corporate borrowing was 
done while easy money policies were hold- 
ing costs at record low levels. Thus, in- 
terest charges haven't risen nearly so 
sharply as debt totals. As a result, it is 
argued, paying off the debt shouldn't be 
too arduous even if business declines. 

Clearly, only time will tell how wise 
business has been in ignoring Franklin's 
warning. Yet there may be too much 
complacency over the corporate debt pic- 
ture today. Even though net working 
capital rose to $86.5 billion from $51.6 
billion between 1945 and 1953, the ratio 
of assets to current liabilities is only 189 
per cent now, compared to 213 per cent 
in 1945. Moreover, the ratio of cash, 
government bonds, and receivables to all 
current debts is now 125 per cent, com- 
pared with 155 per cent then; and the 
ratio of cash and governments to quick 
liabilities is 54 per cent, compared with 
94 per cent. Even in 1939, business had 
a current ratio of 182 per cent and a 
quick-assets ratio of 122 per cent, while 
cash and government holdings equaled 
43 per cent of all current debts. 


—Business Week, June 20, 1953, p. 58:3. 
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The Trend Toward Debt Financing 


AS A RESULT of the progressively increasing tax burden over the past two decades 
and more, the old well-springs of venture capital have been drying up, and it 
has been necessary to search for new sources. Investment in dividend-paying 
common stocks is becoming increasingly less attractive, since a major portion of 
the dividends paid is taxed away. 

In the years 1946 through 1949 non-financial corporations obtained, on the 
average, 64 per cent of their capital from retained earnings, only 6 per cent from 
new equity financing, and 30 per cent from debt. In 1951, however, such capital 
was derived 43 per cent from retained earnings, 6 per cent from new equity financ- 
ing, and 51 per cent from debt. To put it another way: New equity capital from 
the issue of stock has amounted to less than $2 billion annually since World War 
II, while corporate debt has increased by $71 billion. 


—From an address by Epwarp T. McCormick before the Edison Electric Institute 


Six More Billionaires 


THE “BILLIONAIRE CLUB” of American corporations gained six members during 
the past year. Its membership now stands at 66, having more than doubled in the 
past 11 years of hot and cold wars, inflationary waves, expansion programs, and 
record consumer expenditures. Between 1929 and 1941 only 12 companies held 
membership. 


Two oil companies—Sinclair Oil Corporation and Cities Service Company— 
qualified in 1952, making a total of eight oil firms with assets of $1 billion or 
more each. At the time of Pearl Harbor only two oil companies were in that 
category. 

Other newcomers to the list of billion-dollar enterprises included Commercial 
Credit Co., Connecticut General Life Insurance Co., International Harvester Com- 
pany, and Union Carbide and Carbon Corporation. 


The aggregate assets of the 66 firms were $174.3 billion in 1952, compared with 


$163.8 billion for the same companies in 1951. 
—The Controller 7/53 


Depreciation Reform: What Industry Wants 


“ONE REASON why reform in depreciation tax laws is coming so slowly is that 
Congressmen aren't sure what businessmen want.” 

That complaint by one Washington official is becoming less valid, judging from 
returns to a Steel questionnaire on depreciation matters by 1,850 users of capital 
equipment. The overwhelming majority of the respondents want freedom to pick 
their own tax write-off schedules, and they say that the average time they'll take 
will be ten ‘ears. 

A thoroughgoing reform by Congress of depreciation tax laws would require 
high political courage, since it would mean a drop in tax income in the early years 
—although in the long run the shift would mean no loss in revenues to the gov- 
ernment. On the other hand, many tax experts say depreciation reform will have 
beneficial results politically, too. It will help assure prosperity—and votes—by 
stimulating business men to continue to spend for new plant and equipment. 


—Steel 7/27/53 
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SACRED COWS IN ACCOUNTING. By Herbert 
F. Taggart. The Accounting Review (Ameri- 
can Accounting Association, c/o Charles J. 
Gaa, David Kinley Hall, University of Illinois, 
Urbana, Ill.), July, 1953. No field is more 
plagued with shibboleths than that of account- 
ing, according to the author, who presents a 
series of highly interesting examples in sup- 
port of this contention. Some relate to small 
points in the treatment of relatively minor 
items—others, of a more serious nature, in- 
volve important questions of accounting phil- 
osophy which seriously affect some accountants’ 
over-all approach to their work. 


PROBLEMS AND MODES OF FINANCING AMERI- 
CAN BUSINESS. By Roy L. Reierson. The 
Controller (1 East 42 Street, New York 17, 
N. Y.), July, 1953. 50 cents. This article 
presents a review of business financing since 
1940, an analysis of economic conditions af- 
fecting corporate financial policy, and an ap- 
praisal of the present financial status of busi- 
ness. The author concludes that, in spite of 
heavy corporate long-term debt, business is at 
present relatively stable, and predicts that any 
adjustment will be in the nature of a modest 
reduction of activity rather than a serious 
economic unsettlement. 


FINANCIAL STATEMENTS IN COLLECTIVE BAR- 
GAINING. By Solomon Barkin. The New York 
Certified Public Accountant (677 Fifth Ave- 
nue, New York 22, N. Y.), July, 1953. 50 
cents. A labor economist asserts that as man- 
agement’s use of corporate financial statements 
in collective bargaining increases, the need is 
growing for supplementary data which the 
union can use to recalculate corporate income 
and the manner of its distribution in terms 
useful for its own purposes. In his view, 
many accepted conventions of accounting are 
essentially arbitrary, reflecting the basic in- 
terests and assumptions of those who employ 
them. 


SOME OBSERVATIONS ON PROFIT SHARING. By 
Elliott A. Johnson. The Controller (1 East 
42 Street, New York 17, N. Y.), July, 1953. 
50 cents. An enthusiastic defense of profit 
sharing as a means of increasing efficiency, 
boosting stockholder earnings, and reducing 
strikes, employee turnover, and grievances. 
While conceding that profit sharing is not 
practicable for all companies, the author 
stresses its value as a support to free enter- 
prise and a bulwark against collectivist trends. 
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CREEP. By Robert L. Dixon. The Journal of 
Accountancy (270 Madison Avenue, New 
York 16, N. Y.), July, 1953. 75 cents. Mr. 
Dixon defines “creep” as the condition which 
results when management permits the almost 
accidental expansion and proliferation of com- 
pany service activities, under the impression 
that they involve no increase in fixed costs. 
This, says the author, is a fallacy; not only 
do such “bargains” usually cost more than 
they are worth, but they also result in a 
weakening of efficiency and the undermining 
of profit potential. 


YOUR FINANCIAL COMMUNITY. By Edward T. 
McCormick. The Edison Electric Institute Bul- 
letin (420 Lexington Avenue, New York 17, 
N. Y.), July, 1953. 25 cents. The president 
of the American Stock Exchange discusses the 
problems involved in encouraging more wide- 
spread investment in common stocks. His sug- 
gestions for meeting the situation include 
education of the lower- and middle-income 
groups concerning the advantages of stock 
ownership, reduction of individual income 
taxes and capital gains taxes, and shortening 
the capital gains period. 


THE IMPORTANT FACTORS OF A _ SUCCESSFUL 
INTERNAL AUDITING PROGRAM. By Arthur H. 
Kent. The Internal Auditor (120 Wall Street, 
New York 5, N. Y.), June, 1953. $1.00. 
Presents in some detail the results of a study 
made by the author in an attempt to secure 
a representative cross-section of professional 
opinion on the specific factors most essential 
to effective internal auditing. His findings 
place competence of staff, acceptance and sup- 
port by management, and proper organizational 
— for the department at the top of the 
ist. 


DEVELOPING CRITERIA FOR EFFECTIVE INTERNAL 
AUDITING. By L. P. Nourihan. The Edison 
Electric Institute Bulletin (420 Lexington Ave- 
nue, New York 17, N. Y.), June, 1953. A 
comprehensive analysis of what the author 
regards as the seven basic requirements of an 
efficient and effective internal audit system— 
among them auditing organization, evaluation 
of needs, and determination of coverage. Since 
internal auditing produces no directly tangible 
results, its success depends on the acceptance 
of many, departments and individuals within 
the company, says the author—particularly 
that of top management. 
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NEW TRENDS IN PENSION AND PROFIT-SHARING PLANS 


New pension PLANS are being estab- 
lished at the highest rate in the history 
of our country. The basic reason is the 
increasing realization by employers of the 
need to remove long-service, super- 
annuated employees, as well as compete 
in attracting and holding desirable ones. 

Moreover, the trend away from formal, 
unfunded plans into funded plans con- 
tinues; many managements and_ stock- 
holders regard the funded plan as better 
and significantly more economical. One 
recent study indicated that a funded plan 
would cost the employer less than two- 
thirds the cost of an unfunded plan (net 
after taxes), yielding the same benefits. 

Where existing pension plans have been 
amended, the trend has been toward 
liberalization of benefits with a corres- 
ponding increase in costs. Among the 
reasons for liberalization have been the 
following: (1) To offset the impact of 
inflation. (2) To share with employees 
the greater ability to pay. (3) The im- 
pact of collective bargaining. (4) The 
necessity for employers to compete with 
other companies in attracting and hold- 
ing desirable employees. (5) The recent 
period of wage and salary stabilization. 
(6) The excess profits tax. (7) High 
personal income taxes, which encourage 
employers to use all legal means tu pro- 
tect their employees. 

The actual methods by which pension 
plans have been liberalized are many: 


1. Coverage. Prior to World War II, 
perhaps one-third of the plans limited 
eligibility to salaried employees only or 
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to salaried employees earning over $3,000 
per year. Today, probably 9 out of 10 
plans cover all permanent employees. 

2. Eligibility. There has been a trend 
toward reducing or eliminating entirely 
any age requirement for eligibility in 
order to avoid favoring the shorter- 
service employees. Similarly, there has 
been a trend toward reducing the years- 
of-service requirements from five to one 
or two years. 

3. Normal Retirement Age. Though 
there is considerable public discussion 
about allowing employees to continue in 
service after age 65, probably one-half 
of recent collectively-bargained pension 
plans still require retirement at age 65. 

4. Employee Contributions. In collec- 
tively-bargained plans, most unions, as 
a rule, demand company-paid pensions. 
However, up to about one-half of the 
non-negotiated amended plans require em- 
ployee contributions throughout or on 
earnings in excess of $3,000. 

5. Benefits. The combined effect of 
private plans plus Social Security has 
resulted in a higher percentage of total 
pay. Many private plans which were 
adequate before Social Security improve- 
ments have reduced their benefits in 
amounts approximating the Social Se- 
curity increases. 

6. Minimum Pensions. There has been 
a decided trend toward including mini- 
mum pensions in amended private plans, 
as well as liberalizing the minimum where 
one previously existed. 

7. Maximum Pensions. The trend 
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toward raising the ceiling or eliminating 
maximum pensions continues. A recent 
study, covering more than 100 leading 
companies, indicated that over half had 
no maximum limitation on the amount 
of pensions, and about one-third of these 
had recently removed ceilings that ex- 
isted previously. 

A trend is developing toward changing 
profit-sharing plans into pension plans. 
The following are some of the reasons: 

1. A company cannot demand com- 
pulsory retirement if the pension bene- 
fits from a profit-sharing plan are in- 
adequate. 


2. The profit-sharing plan cannot solve 
the pension problem during most of the 
first generation of its existence because 
of inadequate past service benefits due 
to tax law restrictions. 

3. A fixed-cost commitment is not 
required of a pension plan under the 
tax law. 

4. A profit-sharing plan makes a com- 
pany more vulnerable to fact-finding, 


“fishing” expeditions of disgruntled em- 
ployees, and, particularly, of their union 
representatives. 


5. Capital gains are available from a 
pension trust, as well as from a profit- 
sharing trust, under the tax law. 


6. A company can generally provide 
more benefits for key employees with a 
pension plan, including total disability 
and early retirement benefits. 

7. As for death benefits, group term 
life insurance (generally supplementing 
a pension plan) provides immediate full 
coverage to all employees, whether in- 
surable or not, whereas the death proceeds 
of profit-sharing trusts are in inverse 
ratio to the usual need of employees 
(lowest at the younger ages and higher 
at the older). Besides, death proceeds 
of group-term life insurance are free 
from income tax to the death benefici- 
aries, while the death proceeds of profit- 
sharing trusts are subject to income or 
capital gains taxes on the death bene- 
ficiaries. 


—MEYER M. Go.psTeEIN. The Journal of Commerce, June 19, 1953, p. 3:3. 


SELLING BENEFIT PLANS TO YOUR EMPLOYEES 


Mianacement 1s indulging in sheer 
wishful thinking if it expects that the 
provision of employee benefits—such as 
group insurance, pensions or profit shar- 
ing—will automatically boost morale, and 
attract and retain employees. The truth 
is that you do not get results simply by 
being nice to people. Rather, the problem 
is one of doing those things that motivate 
people to do their share in return. 

The most generally used approaches to 
selling a benefit program to employees 
can be described as follows: 
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1. The Cold-Shoulder Approach. This 
is used principally for plans that have 
resulted from collective bargaining. It is 
particularly popular with welfare funds. 
Under this approach the employer takes 
an indifferent attitude and does little or 
nothing toward the research or adminis- 
tration necessary for the proper function- 
ing of the plan. The responsibility is 
often turned over to others, even though 
the employer may not agree with what 
is being done. He gets little or no credit 
for his contributions. 








2. The Get ‘em Young, Treat ‘em 
Rough, Tell ’em Nothing Approach. The 
employee is handed an application blank 
and signed up when he is hired. He may 
be given a mimeographed outline of the 
plan or a poorly written booklet. He 
receives no further information about the 
plan, which becomes a dead subject un- 
less it happens to be a contributory plan. 
In that case, he knows when he has com- 
pleted his eligibility period because his 
paycheck is short the week the company 
starts to deduct contributions. 

3. The Love-Them-and-Leave-Them Ap- 
proach. This is a very common one, 
particularly with non-contributory plans. 
The plan is installed with much fanfare, 
after which the company does nothing 
more than see that checks are sent to re- 
tired employees. Two years after the 
plan is installed, you can go through the 


organization and ask people about it. 
They will vaguely remember that there 
is a plan but will certainly not realize its 
value to them. 


4. The Honeymoon: Shall-Never-End 
Approach. This type can be easily rec- 


ognized by the heavy use of superlatives 
and overselling of benefits. 

In the case of a retirement plan, for 
example, visions of luxury to “fish when 
you want,” “bask in the sun,” “travel 
around the world” are conjured up. Since 
the most liberal plans seldom produce 
these results, employees should not be en- 
couraged to labor under such delusions. 


5. The Golden Wedding Approach. 
The approach that assures a long and 
happy relationship is used all too infre- 
quently. 

It requires a reasonable plan, clearly 
explained. Members should be encour- 
aged to recognize the important part in- 
dividual thrift plays in providing security. 

It requires careful and considerate day- 
to-day administration and a continuing 
program of education of the members in 
the value of their benefits. 

It requires keeping the plan up-to-date. 
No plan can anticipate all the changing 
conditions that lie ahead. Accordingly, 
it should be reviewed at least each five 
years to see whether the original objec- 
tives are being attained and whether new 
or revised objectives should be established. 


—Rosert D. Cottins. Reprinted from The Hanover Pension Bulletin, (July, 1953) by 
permission of The Hanover Bank. Copyright 1953 by Prentice-Hall, Inc. 


How Retirement Age Is Set in 300 Pension Plans 


NORMAL RETIREMENT AGE—the earliest age at which a worker may retire of his 
own volition with full benefits—is set at age 65 in almost all pension plans, it 
appears from a recent Bureau of Labor Statistics study of retirement provisions in 
300 pension plans negotiated through collective bargaining. The survey also shows 
that compulsory retirement age (the age at which a worker can be retired on the 
basis of age alone) is likewise most frequently set at 65. 

Compulsory retirement does not mean that an employee is forced to retire; 
it merely gives the employer the option of retiring him. In actual practice, only 
about 10 per cent of plans specifying age 65 as the compulsory retirement-limit 
make retirement at that time mandatory. Under automatic retirement, however, 
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employees may not continue to work after they reach compulsory retirement age 
or a specified later age. 


Only 20 per cent of negotiated pension plans provide for automatic retire- 
ment. Forty-two per cent of negotiated plans designate only the normal retire- 
ment age, while another 38 per cent provide for a compulsory retirement age but 
no automatic retirement age. 

Experience indicates that many workers voluntarily continue in employment 
after reaching 65. For example, the average age of railroad workers granted full 
retirement benefits in 1950 was close to 68 years—almost three years above the 
age at which workers first qualified for these payments. 

—Labor Policy and Practice (Bureau of National Affairs, Inc.) 6/11/53 


Overcrowded Warehouses—A Growing Fire Peril 


A LARGE-LOSS warehouse fire occurs somewhere in the United States on an average 
of once a week, according to a survey of warehousing and stockpiling facilities 
recently completed by the National Board of Fire Underwriters. Individual losses 
have ranged from $100,000 to more than $5 million during the past two years. 
In some cases, content losses have amounted to as much as $800 per square foot. 

The overcrowding of already pressed storage facilities is resulting in an undue 
concentration of values—and, consequently, heavy loss potentials. This problem is 
an acute one in many parts of the country. In one eastern city, a series of ware- 
house fires resulted in a careful check of 295 warehouses, revealing that 95 per 
cent had one or more serious fire hazards or protection deficiencies. 


The National Board’s study, which analyzed some 5,000 warehouse fires, showed 
that nearly half of them were due to five principal causes—smoking and matches, 
spontaneous heating, heating defects, exposure from outside fire, and misuse of 
electricity. 


Some present-day warehousing structures, the report points out, feature dangerous 
“bigness” through greatly extended and undivided areas without proper fire sub- 
division, isolation of hazardous stocks, or adequate automatic fire protection. There 
has also been an increasing trend to utilize space to better advantage by raising 
stored materials to greater heights. 


“Stock concentration permits concentration of protection facilities adapted to 
the particular material,” the survey says, “but also entails the risk of the complete 
loss of a basic raw material in a single fire. Regardless of construction and protec- 
tion, every effort should be made to prevent storage of excessive amounts of vital 
materials at one location.” 

—Journal of Commerce 7/30/53 





FALL INSURANCE CONFERENCE 


The Fall Insurance Conference of the American Management 


Association will be held on Thursday and Friday, November 12-13, at 
The Drake Hotel, Chicago. 
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KEEPING YOUR FIRE INSURANCE UP TO DATE 


Desprre tHE FACT that construction and 
equipment costs have soared in the past 
two years, a number of companies are 
risking substantial losses because they 
haven't brought insurance coverage and 
property records up to date. Small com- 
panies are especially vulnerable because 
they tend to shy away from the expense 
of an outside appraisal—often the only 
way to get at current plant and equipment 
values. Many make the mistake of using 
book values without proper revision for 
insurance purposes. Where unadjusted 
book values or very old appraisal figures 
are offered as evidence, insurance com- 
panies make their own estimates—which 
may be lower than the insured’s. 

There are several ways to update in- 
surable values which every company, re- 
gardless of size, can readily apply. 

Where a company has been trending 


book values for many years without check- 
ing property records against a physical 
inventory, a complete appraisal is prob- 
ably in order. Figures derived from trend- 
ing become progressively poorer evidence 


of actual value. Errors are bound to 
creep in from year to year because of the 
difficulty of keeping track of acquisitions, 
disposals, and transfers of machinery, and 
additions, improvements, and maintenance 
to buildings. A thorough appraisal sets 
down in detail what the property is, 
where it is located, and what it is worth 
today. It is the best guarantee of full 
reimbursement of total or partial losses. 
The cost of an appraisal will depend 
on the location of the property, the com- 
plexity of construction, and the detail 
needed. On the average, charges range 
from 50 cents per $1,000 of property value 
to $4.00 or $5.00. (Small manufacturers 
may get a complete appraisal for $1,000 


or less.) Most appraisal firms also pro- 
vide continuous appraisal service at a 
cost of roughly 15-20 per cent of the 
original appraisal fee. 

An insurance agent or bank can pro- 
vide names of reputable companies. Most 
appraisal firms will make a preliminary 
cost estimate without charge. 

It is always wise to ask the insurance 
company’s approval of the appraisal 
method. While it probably won't give up 
its right to challenge a company’s values 
—even if determined by a reputable ap- 
praiser—it should at least state what 
methods of evaluation are most accept- 
able. Some companies have suffered be- 
cause they didn’t discover that the method 
of appraisal wasn't satisfactory until the 
insurance company challenged a claim. 

Book costs or last appraisal should be 
adjusted at least annually to reflect 
changes in construction costs. For accu- 
rate figures, two steps are essential: 


1. Use the cost index that is most 
closely geared to labor, materials, profits, 
and overhead costs in your locality and 
for your type of building. 


2. Classify property into common 
groups and use a different index for each 
class if necessary. Major plant items 
should be handled individually. 

Some companies and insurance brokers 
prefer to use the Dow Service Real Es- 
tate Valuation Calculator, which shows 
the basic cost per cubic foot for each of 
450 different typical buildings in 146 
American and four Canadian cities. 

Insurance companies may accept build- 
ing costs adjusted by index or derived 
from cubic-foot values in case of a total 
loss, but rarely for partial losses. Usually 
the insurance company insists on an analy- 
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sis of each component of the damaged 
part—plumbing, wiring, floors, walls, etc. 

Figuring depreciation for insurance 
purposes is difficult because there is no 
clear-cut standard. Adjusters generally 
won't accept figures based on depreciation 
for tax purposes or depreciation taken 
from life tables. Instead, they emphasize 
“observable” depreciation. This means the 


physical wear and tear which can be de- 
termined through inspection and does not 
generally recognize obsolescence. A well- 
maintained plant would be charged with 
less depreciation than a similar plant 
which has been allowed to run down. The 
insurance company will advise which 
method of estimating depreciation is most 
acceptable. 


—Operations Report. (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.) 3/10/53 
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WHAT A LARGE INSURANCE BUYER EXPECTS 
FROM HIS AGENT. By Harold E. Towner. 
Northwest Insurance (312 National Building, 
529 Second Avenue South, Minneapolis, 
Minn.), June, 1953. 20 cents. Discussing the 
general needs of the large insurance buyer, 
the author points to certain areas—e.g., work- 
men’s compensation rating procedures, proper- 
ty damage and business interruption losses, 
statistical work, and review of policies and 
claims—where he feels many insurance agents 
could be somewhat more cooperative. Service 
ability is the prime characteristic of the good 
agent, he believes—though both _ technical 
knowledge and salesmanship are indispensable 
qualifications. 


THE SOCIAL SECURITY OUTLOOK. By M. Albert 
Linton. Michigan Business Review (School of 
Business Administration, University of Michi- 
gan, Ann Arbor, Mich.), July, 1953. Presi- 
dent Eisenhower's declaration in favor of 
extending OASI coverage has given rise to a 
variety of proposals for amending our social 
security legislation, some of which are likely 
to be acted upon when Congress reconvenes. 
This article reviews some of the strengths and 
weaknesses of the present program and out- 
lines a number of practical problems that must 
be met if OASI coverage is to be broadened 
on a sound basis. 


BUYERS’ ROUND TABLE: CONTRACTUAL AND AS- 
SUMED LIABILITY. By Clarence R. Conklin, John 
M. Breen, and Edmund T. Sinnott. Best's 
Fire and Casualty News (75 Fulton Street, 
New York 38, N. Y.), July, 1953. 50 cents. 
Analyzing the concept of contractual liability, 
Mr. Conklin outlines the scope and variety of 
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written contracts which may modify the nor- 
mal liability of one of the parties. Mr. Sinnott 
emphasizes the insurance manager's responsi- 
bility for analysis of contracts to determine the 
extent to which such assumed liability is in- 
surable, and discusses three possible types of 
coverage. An analysis of two specific types 
of contractual liability—shippers’ liability un- 
der the National Industrial Traffic League 
Sidetrack Agreement, and hold-harmless agree- 
ments signed by the tenant of a building—is 
contributed by Mr. Breen. 


FINANCING UNEMPLOYMENT COMPENSATION: 
Project Note No. 32. The Tax Foundation, Inc. 
(30 Rockefeller Plaza, New York 20, N. Y.). 
This study of theory and practice in the 
financing of unemployment compensation in 
the United States reviews the experience of 
various states in this field from 1938 to 1952 
and examines the individual studies of the 
problem that have been made by 18 of the 
states. Its final chapter considers the future of 
unemployment compensation in the U. &., 
laying special emphasis on the desirability of 
strengthening state control and means of avoid- 
ing the eventual nationalization of unemploy- 
ment compensation. A bibliography of the 
state studies is appended. 


SENTIMENT IN FAVOR OF COMMON STOCKS 
SHOWN BY LARGE FIRM INVESTMENT EXPERTS. 
Employee Benefit Plan Review (166 West 
Jackson Boulevard, Chicago 4, Ill.), July, 
1953. 50 cents. Reports briefly on a recent 
Chicago conference at which various ways of 
investing pension and profit-sharing retirement 
funds were discussed by investment experts 
from companies all over the United States. 
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THE ARMOR OF ORGANIZATION. By 
Alvin Brown. Hibbert Printing Company, 
271 Madison Avenue, New York 16, N. Y. 
1953. 597 pages. $5.50. 


Reviewed by Joseph M. Trickett* 


No book that this reviewer has ever en- 
countered has encompassed an analysis of or- 
ganization theory and practice so comprehen- 
sive, and at the same time so intensive, as 
this volume. In 600 well-written pages, Mr. 
Brown portrays the theory and origin of mili- 
tary organization in general, and in the United 
States in particular, and then presents “a 
rational plan of organization” for the armed 
forces of the United States. 


Every now and again, a researcher in a par- 
ticular field chances upon the results of an- 
other's research which not only is in much 
the same area but is virtually simultaneous. 
Such has been the experience of this reviewer, 
who during the past year completed a brief 
analysis of the concept and use of staff as de- 
veloped in the literature of organization.** 
Just as this brief study had been completed, 
Alvin Brown's The Armor of Organization 
was published. Since both studies trace the 
evolution of the staff concept through much 
of its military ancestry, it is possible for this 
reviewer to state candidly that Mr. Brown's 
analysis is much the more complete of the 
two. In fact, The Armor of Organization is 
probably the best and most thoroughly docu- 
mented analysis of staff and similar organiza- 
tional concepts ever attempted. Also, to this 
reviewer's knowledge, it represents the most 
complete documentation of American military 
organization. 


The name of Alvin Brown is not new to 


* Coordinator of Management Development Activi- 
ties, Food Machinery and Chemical Corporation. 

**“A Synthesis of the Philosophies and Concepts of 
Staff . . .”. Unpublished Ph.D. dissertation. 
Stanford University, April, 1953. 
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readers of organizational literature. Organiza- 
tion: A Formulation of Principle appeared in 
1945, and Organization of Industry in 1947. 
This latest addition to Mr. Brown's works 
could be criticized as being too long or too 
detailed if it were not so well written. It con- 
tains much not only on the philosophy of 
administration in general, but on the phil- 
osophy of civilization itself. Best of all, it 
debunks many of the hackneyed concepts of 
some organizational theorists and slays the 
“sacred cows” of others. Thus, in discussing 
the concept of the span of control, Mr. 
Brown aptly dubs the Graicunas theory of 
direct- and cross-relationships “a little mathe- 
matical razzle-dazzle.” Further, his separation 
and analysis of the concepts of staff and gen- 
eral staff removes some of the confusion caused 
by many less precise and less conscientious 
students of organization who have made much 
of “general staff’ as a part or type of staff. 
Mr. Brown goes behind these superficial in- 
terpretations to show that “staff and general 
staff are two entirely different modes of or- 
ganization.” 


After a statement of the purpose of his 
inquiry (“to ascertain the most effective plan 
of organization of the armed forces”) Mr. 
Brown traces the historical development of 
varicus organization theories in the armies of 
Europe and America and arrives at an applica- 
tion of the principles of organization to the 
administrative requirements of the American 
armed forces. In this way, he formulates a 
detailed plan for the organization and adminis- 
tration of the armed forces. Students of mili- 
tary organization will find this work indis- 
pensable; students of business organization and 
administration will find it a basic addition to 
the otherwise flimsy literature on organizational 
concepts and their evolution. All management 
people who are interested in the practical ap- 
plication of organizational theory will find here 
a profitable case example. 
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One cannot but recognize the pertinence of 
Mr. Brown's concluding triple challenge: 

How long shall this nation frustrate its 

self-defense by the shackles of misor- 

ganization? 

How long shall we be willing to pay 


in blood and in wealth the price of our 
blindness? 


How often can we pay that price? 


EFFECTIVE USE OF OLDER WORKERS, 
By Elizabeth L. Breckinridge. Wilcox & 
Follett Company, Chicago, 1953. 224 pages. 
$4.00. 


Reviewed by Ellsworth S. Grant* 


A company with a new pension plan might 
at this time of the year be compared to a 
man with his first set of golf clubs. Now 
that he has them, how shall he use them most 
effectively? Today, while one out of every 
five employees is covered by a private pension 
plan in addition to social security, the propor- 


tion of older people in our population is in- 
creasing, and we have by no means solved 
the many different problems posed by the 
older worker and his urge to be useful as long 


as he lives. In this pleasantly written little 
book, the author—who is executive secretary 
of the Illinois Committee on Aging—tells 
how some companies have already progressed 
beyond the point of merely providing pension 
benefits to that of keeping older workers effi- 
ciently employed and helping them prepare 
for eventual (but not predetermined) retire- 
ment. The book actually represents the results 
of a national survey, sponsored by the Uni- 
versity of Chicago’s Committee on Human 
Development, of 90 leading companies—mostly 
manufacturers—and their attitudes toward the 
“old-timers” we must all some day become. 
Miss Breckinridge’s report shows that the 
stigma traditionally attached to age is un- 
justified in many job situations, where the 
older worker performs fully as well as his 
juniors. After stating the arguments for and 


* Vice-President and Industrial Relations Director, 
on Allen Manufacturing Company, Hartford, 
onn. 
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against compulsory retirement, she discusses 
in detail the various methods being used to 
administer selective plans. These include 
proper placement, counseling, health mainte- 
nance, group morale-building programs, op- 
erating analyses, and appraisals, all on a con- 
tinuing basis. Except for educational meetings, 
service club activities, and the like, their em- 
phasis is entirely on individual capacities and 
needs. These methods add up to a flexible 
scheme of preparation for retirement—a_ sub- 
ject which management started to worry about 
just recently. The group preparation programs 
conducted by General Motors (in Canada), 
Prudential Life, and the Esso Company are 
outlined. A few companies in the survey have 
even initiated post-retirement programs. 

Miss Breckinridge presents her research find- 
ings in a straightforward manner, but it is 
obvious from the companies she selected to 
study that, personally, she believes in the re- 
moval of barriers against hiring older workers, 
their fuller use for a longer time and—most 
important—selective rather than compulsory 
retirement, supplemented by adequate prepara- 
tion. Since this reviewer strongly sympathizes 
with the author's viewpoint in general and is 
considerably cheered by her report, the reader 
must discount somewhat the “halo” effect of 
this appraisal. 

When Walter Reuther first raised the pen- 
sion issue in negotiations with the automobile 
industry, the UAW coined a slick phrase 
whose meaning may harass both management 
and labor for years to come: “Too old to 
work; too young to die!” 

What should industry do about the older 
worker who is emotionally, physically, men- 
tally, or financially unprepared to retire? 
Right now there seems to be a deep resistance 
toward retirement among most older employees. 
Right now, too, unions oppose compulsory re- 
tirement, ostensibly because they feel retire- 
ment pay is inadequate; but this policy might 
well be reversed in the event of a business 
recession and fewer jobs, if history has any 
lesson to teach. 

Few employers will argue that a fixed retire- 
ment age is desirable in terms of the individual, 
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only that it is more practical to administer. 
Yet there is growing evidence, as shown by 
this survey, of the feasibility of a selective 
policy. Moreover, management's concern is 
not only that the cost of prematurely retiring 
the efficient older worker may become a pro- 
hibitiv: national burden, but that the human 
values which we cherish may simultaneously 
be dealt a body blow. A company’s approach 
to retirement cannot help but indicate the 
value it attaches to the human element. In 
the eyes of its proponents, selective retirement 
is one significant way of «applying that oft- 
stated personnel principle: Treat your em- 
ployees as individuals. 

As the idea of retirement is accepted by a 
growing number of older workers; as people 
become better able to face retirement finan- 
cially through their own savings, with the help 
of private and governmental pension plans; 
as they better understand the possibilities of 
leading a productive life after their regular 
work ceases, it is likely that employees will 
voluntarily retire at an earlier age, thus creat- 
ing more opportunities for promotion—which 
are so important to younger workers. A selec- 
tive policy should recognize that a “normal” 
retirement age is essential as a target date for 
both management and employee planning. 
Furthermore, without the development of ob- 
iect‘ve criteria to determine the physical and 
mental abilities of older workers and to meas- 
ure their performance, any selective policy 
will remain vulnerable to charges of discrimina- 
tion and other administrative difficulties. 

If the effective use of older workers is to 
become widespread, as it should be, the proper 
techniques must be studied and applied; there 
must be close cooperation between labor and 
management—not unfeasible in this area of 
relationships, more research (some of which 
is now under way), and continued discussion 
of the entire problem. By pointing out the 
right way, this book makes a solid contribu- 
tion to the attainment of such a goal. As 
Miss Breckinridge remarks in conclusion: 
“Management's ‘nterest in the older worker 
is a logical extension of industry's acceptance 
of a role of social responsibility.” 
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CRITERIA FOR RETIREMENT: A Report 
of a National Conference on Retirement of 
Older Workers. Edited by Geneva Mathiasen. 
G. P. Putnam’s Sons, 210 Madison Avenue, 
New York, 1953. 233 pages. $3.50. 


Reviewed by J. J. Morrow* 


In a few short years, retirement income 
programs for industrial employees have become 
an important collective bargaining issue. With 
the impetus furnished by the example of some 
of our largest industries, there has been marked 
growth in the number and scope of pension 
programs all over the country—and a concur- 
rent growth in the frequency with which em- 
ployees are arbitrarily retired from their jobs 
at a fixed age. In the opinion of many inter- 
ested persons and groups, the trend toward 
compulsory retirement is compounding, rather 
than helping to solve, a social problem of grow- 
ing magnitude: What can and should be done 
with our aging population? 

Within industry, the pros and cons of com- 
pulsory retirement have been debated hotly for 
several years, with neither side proving very 
much to the other. Seeing the need for clari- 
fication and objective analysis of the issues 
involved, the National Social Welfare Assembly 
and the McGregor Fund of Detroit sponsored 
jointly, in 1952, a three-day National Confer- 
ence on the subject of compulsory retirement. 
This book—a report on the National Con- 
ference—includes a discussion summary and 
background material furnished to the parti- 
cipants and for the benefit of the layman 
reader. 

No attempt is made to furnish a ready-made 
solution to any of the complex questions which 
have been brought forth on the subject of the 
aging worker's dilemma. Instead, information, 
fact, and conjecture on the subject are reviewed 
and thoroughly analyzed from the viewpoints 
of representatives from such diverse fields as 
industry, labor, government, research, and social 
welfare. Several well-entrenched ideas about 
age and retirement are quite convincingly re- 
futed, and the “debunking” is not limited to 
arguments in favor of compulsory retirement. 


*Director of Personnel Relations, Pitney-Bowes, Inc., 
Stamford, Conn. 
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Although the reader is left with no doubt that 
the increasing number of unemployed older 
workers constitutes a serious problem, he is 
also told that the statistical rate at which the 
nation is aging has been overestimated, and 
that there is little real proof to substantiate 
the belief that retirement causes death. A com- 
mon generalization about the aging employee 
usually credits him with greater loyalty, experi- 
ence, and job knowledge. However, the satis- 
factory performance of many jobs does not 
particularly require these qualities, which can, 
in fact, be counterbalanced by still another 
generalization—namely, the older worker's re- 
sistance to change and lack of incentive to 
continue learning. 


On the other side of the fence, issue is taken 
with the comfortable belief that most older 
workers want to retire. A survey of those 
receiving old-age insurance benefits has indi- 
cated that only about 5 per cent retire volun- 
tarily and in good health. Limited promotional 
opportunities for younger men when older 
workers are retained and the “new blood” 
theory are listed as questionable, and so far 
unsubstantiated, evidence in favor of compul- 
sory retirement. Nor should fear that our 
economy cannot, over a period of time, absorb 
an increase in the labor force persist when we 
consider the fact that, over the past 40 years, 
employment opportunities in the United States 
have almost doubled. 


The report gives two varying estimates ($3.8 
billion and $4.5 billion) of the earnings-po- 
tential of retired persons willing and able to 
remain in the work force. While these estimates 
are admittedly and necessarily rough, and avail- 
able retired workers could probably swell the 
work force by a maximum of only 2.5 per cent, 
a loss of output measured in billions of dollars 
nonetheless furnishes an impressive picture of 
the loss to our economy which failure to utilize 
our aging manpower apparently represents. 


The administrative difficulties involved in 
pursuing a flexible retirement policy (a major 
argument in favor of compulsory retirement) 
are real. Solutions advanced at the Conference 
include the establishment of labor-management 
committees to work out grievances resulting 
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from selective retirement; the termination of 
seniority rights and pension accruals and the 
establishment of a “temporary employee” status 
for those working past age 65; and the creation 
of a panel on retirement decisions which would 
consist of the plant physician, the employee's 
supervisor, and representatives from the union 
and the personnel department. 

Stereotyped thinking, generalizations, and 
society's present behind-the-times concepts about 
older people are advanced as some of the chief 
obstacles to acceptance of flexible retirement 
methods based on the willingness and ability 
of each older worker to stay on the job. 

Dr. Theodore Klumpp, in an address de- 
livered at the Conference's closing session, 
cautions against including among such mislead- 
ing generalizations the idea of pre-retirement 
education and planning as a panacea for all 
the ills of the retirement years, valuable as this 
tool is. He points out, very practically, that 
action cannot wait while experts search out the 
last scrap of knowledge concerning the aging, 
but congratulates the Conference planners and 
participants on having the foresight to get 
together for the development and exchange 
of ideas, and for “putting our heads together 
before we get them banged together.” 

The attempt has been a brave one, and well 
worth while. 


INTERNAL CONTROL AGAINST FRAUD 
AND WASTE. Edited by Bradford Cadmus 
and Arthur J. E. Child. Prentice-Hall, Inc., 
New York, 1953. 318 pages. $5.65. 


Reviewed by J. W. Oliver* 


For any business, losses sustained through 
waste can be just as serious and costly as losses 
arising from fraud. Yet there seems to have 
been a dearth of publications that would stimu- 
late thinking on control measures to prevent 
waste, while much emphasis has been placed 
on auditing and financial control designed to 
prevent cash embezzlement. Internal Control 
Against Fraud and Waste, seems to fill this 
gap. This book is concerned primarily with 


*Vice 


President, The Li Thread Co. 3 
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the protective responsibility of internal control 
and, as indicated in the preface, it has been 
prepared in a large measure as a check-guide 
for the internal auditor or financial officer who 
is responsible for accounting procedure and 
control measures. 

Chapter after chapter examines how and 
where adequate control measures are commonly 
needed, followed with case histories which show 
how waste or theft has resulted from the lack 
of controls. The wide range of possibilities 
developed here are stimulating to the financial 


executive or the internal auditor engaged in 
preventing or checking against fraud and waste. 
While some readers may find the extensive use 
of case histories rather repetitious, at points, 
these may provide needed emphasis in case of 
the reader who otherwise might not realize the 
potential dangers in a business operation that 
is unprotected by effective control procedure. 
This book can be recommended without hesita- 
tion for the guidance of internal auditors and 
controllers. No doubt many in the public ac- 
counting profession will also find it helpful. 





Briefer Book Notes 


[Please order books directly from publishers) 











THE BEST YEARS OF YOUR LIFE. By Marie Beynon Ray. Little, Brown and Company, Boston, 
1952. 300 pages. $3.95. A thoughtful and well-substantiated guide for the constructive use 
of leisure in the eighth age of man—the 20 years that have been added to the human life-span 
since 1900. Convinced that man reaches the peak of his powers at 60, the author recommends 
the vigorous pursuit of art or politics, languages or handicrafts, to capitalize on the bonus 
years of later maturity and to make the period of retirement a second career. 


OUR NATIONAL HEALTH PROBLEM. Research Council for Economic Security, 111 West Jackson 
Boulevard, Chicago 4, Ill., Publication No. 87, 1951. 26 pages. Presents extensive data, com- 
piled by states, on population, medical facilities, sources of individual protection, and various 


other factors important in ascertaining the nation’s health status. Some of the problems dis’ 
closed on the debit side: In 1950, one out of every ten persons in the U. S. entered a hospital. 
There are, on the average, 1,777 persons per dentist in the U. S. More than 30 per cent of 
draftees were ineligible from the standpoint of health for service in World War I]—and the 
rejection rate rose after the outbreak of the Korean War. 


RETIREMENT—A SECOND CAREER: Teaching Units on Preparation for Retirement. Bulletin No. 8, 
Bureau of Adult Education, State Education Department, University of the State of New York, 
Albany, 1952. 69 pages. 60 cents (single copies gratis to companies located in New York 
State). Here is a much-needed guide to the leadership of group meetings designed to prepare 
older persons for retirement. Presents detailed conference outlines for two-hour weekly meet- 
ings, planned to run for a period of 11 or more weeks. Each meeting unit is devoted to a 
different problem of the prospective retiree—e.g., finances, living arrangements, leisure-time 
interests—and is supplemented with work sheets, quizzes, bibliographies, lists of available films, 
and other practical helps for the program leader. While originally prepared for use in public 
adult education, this report is of equal interest and value to those concerned with retirement 
prepar’tion programs in industry. 


THE SUBMISSIONS AGREEMENT IN CONTRACT ARBITRATION. By Morrison and Marjorie Hand- 
saker. Labor Relations Council, Wharton School of Finance and Commerce. University of 
Pennsylvania Press, Philadelphia, Penna., 1952. 101 pages. $1.50. A specific and thoughtful 
study of the problems involved in the formulation and use of various kinds of “submissions to 
arbitrate” the terms of new agreements. 
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ARBITRATION IN TRANSIT: An Evaluation of Wage Criteria. By Alfred Kuhn. Labor Relations 
Council, Wharton School of Finance and Commerce. University of Per.nsylvania Press, Phila- 
delphia, Penna., 1952. 203 pages. $3.00. The author's major concern here is with arbitration 
over contract renewal as a substitute for the strike. He examines the numerous complexities 
involved in using objective criteria for wage determination, and for this purpose analyzes the 
experience of the transit industry—which has engaged in more than 600 new-contract wage 
arbitrations between 1900-1949. 


METHODS OF WAGE PAYMENT IN BRITISH INDUSTRY. By Norman C. Hunt. Sir Isaac Pitman ¥ 
Sons, Ltd., London, 1951. 160 pages, $4.00. (Available from The British Book Centre, 122 
East 55 Street, New York 22, N. Y.) A broad survey of the techniques and effects of incentive 
systems prevalent in British industry. The author states that, “although there is a vast litera- 
ture on American experience in this field, very little has been written on the problem from the 
British point of view.” The book is intended to “fill this gap in British management literature.” 


NATIONALIZATION IN PRACTICE: THE BRITISH COAL INDUSTRY. By William Warren Haynes. 
Division of Research, Harvard Business School, Boston, Mass., 1953. 413 pages, $4.00. Gov- 
ernment control of the British coal fields, viewed here during its first five years and from the 
administrative viewpoint, has not created the Utopia sought by the socialists; nor has it been 
the destructive force feared by the conservatives. Considering the multiple problems which 
existed when nationalization took place, the book concludes that many of them have not been 
materially altered since the change. Output, however, has risen more than it probably would 
have otherwise. The author believes that public ownership as a form of business organization 
is different only in degree from private forms of ownership. 





Publications Received 
[Please order directly from publishers) 











THE BUSINESS VENTURE IN NEW MEXICO. By 
Robert K. Evans and William H. Huber. 
Bureau of Business Research, College of 
Business Administration. University of New 
Mexico, Albuquerque, N. M. 1952. 175 
pages. $2.00. 


THE GANTT CHART: A Working Tool of Man- 
agement. By Wallace Clark. Sir Isaac Pit- 
man & Sons, Ltd., London, 1952. Avail- 
able from The Pitman Publishing Corp., 
2 West 45 Street, New York 36, N. Y.* 
Third edition, revised. 168 pages. $3.50. 


ANTITRUST LAW SYMPOSIUM, 1953: Proceedings 
of the Fifth Annual Meeting, Secticn on Anti- 
trust Law, New York State Bar Association. 
Available from Commerce Clearing House, 
Inc., 214 N. Michigan Avenue, Chicago 1, 

CLEVELAND COMMUNITY SURVEY OF PERSONNEL Ill. 1953. 238 pages. $3.50. 


PORE TICEE: A ee on Personnel pene and THE STUDENT PERSONNEL PROGRAM: Its Devel- 

Practices Affecting Non-Exempt Industrial Wage opment and Integration in the High School 

Earners and Office Employees. The Cleveland and College. By Maurice D. Woolf and 

Chamber of Commerce, Cleveland, Ohio. Jeanne A. Woolf. McGraw-Hill Book Com- 

1952. 55 pages. $10.00. pany, Inc., New York, 1953. 416 pages. 
$5.00. 


VOCATIONAL TRAINING IN THE CHEMICAL IN- 
DUSTRIES. International Labor Office, 1825 
Jefferson Place, N.W., Washington 6, D. C. 
1952. 68 pages. 50 cents. 


WILLIS HAVILAND CARRIER: FATHER OF AIR 


CONDITIONING. By Margaret Ingels. Coun- 
try Life Press, Garden City, New York, 
1952. 170 pages. $2.50. 
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*A listing of this volume which appeared in the 
June issue of THE MANAGEMENT Review errone- 
ously indicated that it was available from The 
Ronald Press Company. The source given above 
is correct.—Ep. 
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BIBLIOGRAPHY FOR INDUSTRIAL NURSES. The 
American Association of Industrial Nurses, 
Inc., 654 Madison Avenue, New York 21, 
N. Y. 1952. 36 pages. $1.00. 


HELPING OLDER PEOPLE ENJOY LIFE. By James 
H. Woods. Harper & Brothers, New York, 
1953. 139 pages. $2.50. 


SAMPLING TECHNIQUES. By William G. Coch- 
ran. John Wiley & Sons, Inc., 440 Fourth 
Avenue, New York 16, N. Y., 1953. 330 
pages. $6.50. 


MARKETING: An_ Institutional Approach. By 
Edward A. Duddy and David A. Revzan. 
McGraw-Hill Book Company, Inc., New 
York, 1953. Second edition. 644 pages. 
$6.00. 


CASE STUDIES IN COMMERCIAL CHEMICAL DE- 
VELOPMENT. By John E. Ullmann. Chemo- 
nomics, Inc., 400 Madison Avenue, New 
York 17, N. Y. 1953. 134 pages. $5.00. 


ENGINEERING VALUATION AND DEPRECIATION. 
By Anson Marston, Robley Winfrey, and 
Jean C. Hempstead. McGraw-Hill Book 
Company, Inc., New York, 1953. Second 
edition. 508 pages. $8.00. 


OIL PRICES AND COMPETITION. By Harold 
Fleming. American Petroleum Institute, 50 
West 50 Street, New York, N. Y. 1953. 
62 pages. 60 cents. 


EXCESS PROFITS TAXATION: Symposium con- 
ducted by the Tax Institute, December 8-9, 
1950. Available from Tax Institute, Inc., 
457 Nassau Street, Princeton, New Jersey. 
1953. 183 pages. $5.00. 


PROCEEDINGS OF THE FORTY-FIFTH ANNUAL 
MEETING OF LIFE INSURANCE ASSOCIATION 
OF AMERICA. 488 Madison Avenue, New 
York 22, N. Y. 1951. 213 pages. Gratis. 


RIGID BOXES AND CARTONS. Published by the 
Anglo-American Council on Productivity, 
February, 1951. Available from the Office 
of Technical Services, U. S$. Department of 
Commerce, 801 E Street, N. W., Washing- 
ton, D. C. 38 pages. 50 cents. 


TEXTILE WAGE: An International Study. Inter- 
national Labor Office, 1825 Jefferson Place, 
N. W., Washington 6, D. C. 1952. 126 
pages. 75 cents. 
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REHABILITATION OF THE PHYSICALLY HANDI- 
CAPPED. By Henry H. Kessler. Columbia 
University Press, New York, 1953. Revised 
edition. 275 pages. $4.00. 


THE ART OF BOOK READING. By Stella S. 
Center. Charles Scribner's Sons, New York, 
1952. 298 pages. $3.50. 


CONDITIONS OF EMPLOYMENT OF U.K. STAFF 
SENT OVERSEAS BY BRITISH COMPANIES: 
Report of a Survey on the Practice of 37 
Companies. Institute of Personnel Manage- 
ment, 70 Old Broad Street, London, E.C. 2, 
England. 1952. 30 pages. 


A LIST OF BOOKS & ARTICLES ON MANAGEMENT 
DEVELOPMENT. Published by The W. E. 
Upjohn Institute for Community Research, 
709 Westnedge Avenue, Kalamazoo, Mich. 
1953. 12 pages. Gratis. 


SUPERVISING PEOPLE. By George D. Halsey. 
Harper & Brothers, New York, 1953. Re- 
vised edition. 238 pages. $3.00. 


E. A. STOKDYK—ARCHITECT OF COOPERATION. 
By Joseph G. Knapp. Published by Ameri- 
can Institute of Cooperation, 744 Jackson 
Place, N.W., Washington, D. C. 1953. 
229 pages. $3.00. 


READER IN PUBLIC OPINION AND COMMUNI- 
CATION. Edited by Bernard Berelson and 
Morris Janowitz. The Free Press, Glencoe, 
Illinois. 1953. Enlarged edition. 611 pages. 
$5.50. 


INTRODUCTION TO ENGINEERING ECONOMY. 
By Baldwin M. Woods and E, Paul Degar- 
mo. The Macmillan Company, New York. 
Second edition, 1953. 519 pages. $6.00. 


THE WHYS AND HOWS OF EXPORTING FOR 
MANUFACTURERS. Published by New York 
State Department of Commerce, Albany, 
1953. 32 pages. Gratis. 


CAREER PLANNING FOR HIGH SCHOOL STUDENTS. 
By William J. Reilly. Harper & Brothers, 
New York, 1953. 110 pages. $2.00. 


MARKETING: Texts and Cases. By J. Thomas 
Cannon and Jack A. Wichert. McGraw- 
Hill Book Company, Inc., New York, 1953. 
627 pages. $6.00. 
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TOP SECRETS OF SUCCESSFUL SELLING: Thought 
Plus Action. By Jack Wardlaw. Wilfred 
Funk, Inc., 33 West 46 Street, New York 
36, N. Y. 1952. 241 pages. $3.50. 


OPERATING RESULTS OF DEPARTMENT AND SPE- 
CIALTY STORE BRANCHES. By Milton P. 
Brown. Bulletin No. 136. Division of Re- 
search, Harvard Business School, So diers 
Field, Boston 63, Mass. 1952. 70 pages. 
$2.50. 


SHARES OF UPPER INCOME GROUPS IN INCOME 
AND SAVINGS. By Simon Kuznets and 
Elizabeth Jenks. National Bureau of Eco- 
nomic Research, Inc., 1819 Broadway, New 
York 25, N. Y. 1953. 725 pages. $9.00. 


THE NOMA BIBLIOGRAPHY FOR OFFICE MAN- 
AGERS: A Classified Compilation of Selected 
References to Articles and Publications Appear- 
ing in 1949, 1950 and 1951. National Office 
Management Association, 132 West Chelten 
Avenue, Philadelphia 44, Penna. Eighth 
edition. 33 pages. $1.00 non-members. 


WORKING WOMEN'S BUDGETS IN THIRTEEN 
STATES: Cost-of-Living Reports Prepared Chief- 
ly for the Use of Minimum-Wage Administra- 
tions. Women's Bureau, United States De- 
partment of Labor. Available from the 
Superintendent of Documents, U. S$. Gov- 
ernment Printing Office, Washington 25, 
D. C. 1951. Bulletin No. 226 (revised). 
42 pages. 15 cents. 
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“TALKING DOWN”: 
REALISTIC OR NOT? 


To the Editor: 


In an article digested in the June issue of 
THE MANAGEMENT ReEviEw,* Ruth D. Reed 
presented an optimistic and pleasant picture 
of the intellectual level of this country and, 
correspondingly, of the ability of the nation 
to comprehend the written word. She has 
this to say: 

Thirty years ago it was commonly as- 

sumed that to reach a mass public in 

America the language and the appeal cf 

your message had to be suited to the 

mentality of a 10-year-old child .. . 

the American business man is often ia 

real danger of underestimating the in- 
telligence of those to whom his message 
is directed . . . It is high time for al 

of us to emerge from what has almost 

seemed a national inferiority complex 

with respect to our civilization... 

Admittedly, this is the sort of viewpoint 
that is good for our self-esteem, and we like 
to hear it expressed. However, it would ap- 
pear that this sort of optimism canno: be 
substituted for hard realism. 


*“Are You Talking Down to Your Public?” ®Origi- 
nally published in Advertising Agency (Narch, 
1953) under the title: “Are You Talking to Your 
Prospects as if They Lived in 1900?”—Ed. 
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Mrs. Reed substantiates her arguments with 
evidence drawn from all sorts of aspects of 
this remarkable culture. She reminds us of 
the high level of school enrollment, our many 
symphony orchestras, the great number of 
Americans who travel abroad, the many scien- 
tists working in industry, and many other 
impressive facts. No one will find fault with 
these data. But one can certainly question the 
applicability of them to the issue at hand. 
They could just as easily be used to substan- 
tiate the hypothesis that the nation’s salesmen 
are becoming more effective. It would seem 
far more pertinent to utilize evidence from 
communications research in making conclusions 
about ability to communicate. 

A study by MacKinney and Jenkins (soon 
to appear in the Journal of Applied Psychol- 
ogy) affords an example of this kind of re- 
search. They investigated the relationship be- 
tween the readability of communications writ- 
ten for industrial employees and the occupa- 
tional level of these employees. This research 
was aimed toward determining how well vari- 
ous occupational levels of industrial workers 
could understand what was presented to them 
to read. In essence they found that to 
communicate so that 95 per cent of this in- 
dustrial group (all occupational levels) could 
understand what was being said, it was neces- 
sary to “write down” to the 6th grade level, 
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or to about the level of most pulp fiction. The 
comic-book approach was the only one under- 
standable to 100 per cent of the entire group. 
This is the very thing that Mrs. Reed advises 
against. 
ARTHUR C. MACKINNEY 
McMurry, Hamstra & Company 


FREE TIME: 
“GIVEAWAY” OR WISE INVESTMENT? 
To the Editor: 


Intelligently controlled rest periods, fatigue 
time, and coffee time are good business! The 
implications to the contrary contained in the 
article by Robert Lund which was digested 
in the May issue of THE MANAGEMENT Re- 
view are highly misleading. You did well to 
change the title of the original article from 
“Morning Break for Coffee Adds to Industrial 
Costs” to the less spectacular “Rest Periods: 
Equivalent of Two Weeks With. Pay”; the 
conclusion contained in the original title is 
not supported by the article’s contents. And I 
sincerely hope that no firm will lightly dis- 
continue rest periods on the strength of such 
unsupported implications. 

I object strongly to the article in question 
on several counts. First, it applies the term 
“giveaway” to all time granted to employees 
for rest, clean-up, coffee, etc. In no instance 
does the author refer to the years of costly 
and closely controlled research so capably per- 
formed and documented by Taylor, Mayo, 
Roethlisberger, and others. This research firm- 
ly established that rest periods could substan- 
tially increase production and decrease absen- 
teeism and turnover. The unsupported ap- 
plication of the “giveaway” label to employ- 
ee freetime not only reveals immediate bias 
but fails to recognize the benefits management 
receives from this practice. The fact that 
these returns to management are difficult to 
measure in no wise detracts from their real 
value. 

The statistics set forth in the article also 
are mislerding. No qualified statistician or 
logician would assume that practices in Michi- 
gan firms are representative of the nation. In 
the absence of objective study, I do not dare 
to say that Michigan free-time practices are 
not representative, but then Mr. Lund without 
similar research most assuredly cannot justi- 
fiably say or imply that they are. My con- 
sidered guess is that the progressive industrial- 
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ization of the country, regional differences in 
mores, and geographical differences in labor- 
union influence would create wide differences 
in such practices among industrial areas—but 
I emphasize again that this is only a guess. 

According to the reported study, 77 per 
cent (78 of the 102 firms surveyed) grant 
employees free time of some kind. Mr. Lund’s 
article, however, totally ignores the signifi- 
cance of this sizable majority. Instead, he re- 
lies on the “opinion of some labor-relations 
experts” that “giveaway time has done more 
to destroy morale . . . than build it.” It is 
heartening to learn that a majority of Michi- 
gan business executives have seen fit to close 
the gap between qualified research and prac- 
tice. 

As if all this were not enough to invalidate 
the implied conclusions of the article, it goes 
on to quote a contention of unnamed authori- 
ties “that free periods have been responsible for 
the vast increase in gambling in manufacturing 
plants, and—in some cases—bootlegging.” I 
find it difficult to understand how anyone with 
extended experience in labor relations can so 
stretch an argument against free time as to 
make such a point. Surely those that con- 
ducted this study are not so naive as to be- 
lieve that gambling and bootlegging would 
stop if free-time were discontinued? A ma- 
lignant growth is all too seldom cured by a 
single surgical operation. And discontinuance 
of employee free-time most assuredly is not 
the cure for gambling as it most certainly is 
not the cause. 

Let us continue to have free-wheeling in- 
quiry into management and human-relations 
problems. But let the studies and reports of 
these problems state unproved opinions of 
cause and effect as opinions. Let us not cloak 
our beliefs in a misinterpretation of otherwise 
good statistics, or pin undesirable labels on 
practices without adejuate fact-finding. 


R. L. SCHULTHEIS 


Epiror’s Note: While the advantages of rest 
periods and breaks have been well proved and 
are generally accepted, it is true that they 
can get out of hand unless intelligently con- 
trolled. This was the point we intended to 
bring to the attention of our readers in pub- 
lishing a condensation of Mr. Lund’s article, 
which appeared originally in the May 4, 1953, 
edition of The Journal of Commerce. 
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| MANAGEMENT COURSE | 5 
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STEADILY increasing number of companies are integrating the AMA Manage- 

ment Course into their own management development programs. More than 

1000 executives representing over 40!) companies have been enrolled in the Course 

since its first sessions were held in February, 1952. All sizes and types of industries 

and services are represented in the onroilments, and the individual registrants hold 

upper-level positions in every major function of business activity. Approximately 
350 graduates now hold Management Course certificates of completion. 


Distinctive Features of the 1MA Management Course 


® Aids business in the development < its leaders. 


® Assists the experienced executive i: applying his fullest abilities to the performance 
of present tasks. 


® Prepares him for wider responsibilities, 
® Teaches basic principles, skills, ani tools required for effective management in any 
type of company of activity. 
Offers an integrated approach to tie sound solution of management problems. 


Provides instruction by operating executives who have successfully applied basic 
management principles. 


Presents practical subject matter in a condensed form and at a fast pace. 


Stimulates many useful ideas and patterns of action through interchange of manage- 
ment experience. 


Utilizes Course materials comprising a synthesis of the best current management 
thought and practice. 


® Assures on-the-job applications of (he Course instruction through clinic follow-through 
and review. 


® Permits convenient scheduling of ittendance with minimum consecutive time away 
from work, 
The AMA Management Course consists of five units, each taking one week 
(5 days) to complete. Units may be taken in consecutive weeks or intermittently over 
a period of time. The fee is $800 for the full Course. 


Weekly schedules for registration in the first unit of the Course during the 
1953-1954 school year are as follows: 


October 5-9, December 14-18, January 25-29, February 22-26, March 22-26, 
April 19-23, May 17-21. 


COURSE CURRICULUM 


UNIT ONE: BASIC PRINCIPLE}, SKILLS AND TOOLS OF MANAGEMENT 
UNIT TWO: PLANNING AND CONTROLLING 
| UNIT THREE: ORGANIZATION! BUILDING | 
UNIT FOUR: APPRAISING REULTS AND TAKING ACTION 
UNIT FIVE: APPLICATIONS CLINIC 


For copies of the brochure describing more fully the course content 
and attendince schedules, write: 


Director, AMA Management Course 
Hotel Astor, ‘Times ‘Square, New York, New York 
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Ecaer Linvsetx, President, The Cleveland Electric Illuminating Co., Cleveland, Ohio. 
Koserr L. MINCKLER, President, General Petroleum Corporation, Los Angeles, Calif. 
CLoup WAMPLER, President, Carrier Corporation, Syracuse, New York. 


Term Ending 1956 


E, <- he teres Manager, Policyholders’ Service Bureau, Metropolitan Life Insurance Company, New York, 


Fintarson, President, Canadian Marconi Company, Montreal, Canada. 

eri FRIEDLANDER,* Financial Vice President, Jewel Tea Company, Inc., Barrington, Til. 

Huca t Jackson, Dean, Graduate School of Business, Stanford University, Stanford, Calif. 

mn Kopax, Business Consultant, New York, N. Y. 

= 1 Matton, President, Dresser, Industries, Inc., Dallas, Texas. 

Some Vice President in Charge of Foreign Operations, Socony-Vacuum Oil Company, Inc., New 

Pave H. v. - maypncing Manager, Insurance Department, The Youngstown Sheet and Tube Company, Youngs- 

own, io 
Hort P. Sreerze, Vice President, Benjamin Electric Manufacturing Company, Des Btstoen, Til. 
James D. Wise, President, Bigelow-Sanford Carpet Company, Inc., New York, N. 


* Member of Executive Committee. 


SS ® 














